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THE OUTLOOK 


Tinkering With the Banking Machinery — Why 
Business Sentiment Is Blue—A Scandal Fizzles Out 
—Once More the Bonus—The Market Prospect 


T has taken a long time for the Con- 

gressional Committee which had been 

appointed under the provisions of the 
Agricultural Credits law to get started with 
its investigation of banking conditions, but 
it has at length begun the holding of hear- 
ings and has made considerable progress in 
interrogating witnesses. Among those who 
have been heard are some of the present and 
past authorities of the Federal Reserve Sys- 
tem, as well as others who have been con- 
spicuous in national finance within recent 
years. Yet the developments which have 
come to light in the course of the hearings 
have thus far been disturbing or even alarm- 
ing, rather than hopeful. 

In a general way the recent testimony 
may be divided into two classes. One con- 
sists of recommendations and suggestions 
for amending our banking laws, both na- 
tional and state, as well as the Federal Re- 
serve Act, while the other consists of oppos- 
ing argument. There is an evidently strong 
disposition to seek out a basis of new legis- 
lation or to prepare a foundation for such 
legislation to be adopted in the coming Con- 
gress. As is well known, the past Congress 
was very prolific to legislative proposals of 
one sort or another; many of them of an 
injurious, not to say disastrous, character, 
yet none came to fruition before the close of 
the session, except those which were em- 
bodied in the Agricultural Credits Act of 
March 4th. At the opening of the next Con- 
gress there will doubtless be a revival of 
some of these suggestions or of new ones 
which may be used to furnish a basis for 
political speech- making and controversy. 
The work of the present commission may 
help to supply such a footing. 

Now how far is it wise to have such tin- 


kering with our currency and banking sys- 
tem going steadily forward? During the 
past nine years there has been scarcely a 
session of Congress at which some amend- 
ment of a more or less drastic character was 
not incorporated into the Federal Reserve 
Act or National Banking Act or into both. 
Some of these pieces of legislation have al- 
most amounted to extensive codes of law, 
such, for example, as the Edge Act and the 
recent Agricultural Credits Act. Some of 
them, like the Edge Act, have been so ill- 
adapted to the needs of the country that they 
have simply proved dead letters. Others 
have had a subtle and far-reaching influ- 
ence, modifying our banking system at im- 
portant points, although frequently at points 
which were not easily visible to the popular 
eye. 
The main point is that in all this legisla- 
tion there has been a lack of plan and of sys- 
tematic study which has been more than 
dangerous. It has prevented the develop- 
ment of any steady or regular policy of 
credit extension or control, as well as the 
adoption of recogized methods of financing 
the export trade. It has had a bad effect 
upon personal management in reserve insti- 
tutions, as well as a disquieting influence 
upon the commercial banks of the country 
themselves. All this is entirely independent 
of the actual merit or content of the various 
proposals. Some of them may have been 
sound or may have had sound elements, but 
the good they might have done has been ob- 
scured and kept in the background or has 
been unable to make itself felt. 

This is not the way to make progress with 
legislation on an important and intricate 
subject. It is necessary to proceed by some 
system which is framed upon consistent and 
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recognized lines, and which has the purpose 
of amending existing law with a definite 
object in view. In foreign countries no such 
haphazard system of enactments would be 
tolerated for a moment. The Canadian 
Banking Act is amended at ten-year inter- 
vals; and in the intervening periods (unless 


there is controlling reason or emergency) . 


the financial system is left to work itself out 
and to prove its efficiency or the reverse as 
the result of experience. 

In such countries as France the amend- 
ment of the bank charter act takes place 
ordinarily only at specified periods. British 
conservatism has prevented the constant tin- 
kering with legislation which has been cus- 
tomary in the United States. May it not be 
possible to get consent to some plan which 
will provide for a general and careful study 
of existing law with a view to the adoption 
of well-thought changes where necessary, 
with the understanding that when they have 
been written into the statutes they are to be 
left to show what they can do for a reason- 
able period of years? It is only in this way 
that any kind of quiet or stability, or any 
opportunity for a careful test of our capac- 
ity to develop along specified lines of growth, 
can be afforded. The financial community 
would profit immensely by such an arrange- 
ment, and the nation as a whole would find 
a degree of stability and chance for progress 
that must otherwise remain unattainable. 
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OME well-marked 
business symptoms 
have made their ap- 

pearance within the past 
week or two whose significance ought not to 
be ignored. Perhaps the most striking of 
them is the refusal of manufacturers, es- 
pecially in the textile trades, to go on pro- 
ducing in their former volume at the present 
high cost of manufacture. 

The enormously high price of cotton, and 
the very high levels of wages in the mills 
have led to shutting down plants at various 
important New England manufacturing 
points. Similar curtailments are reported 
as probable in the Southern cotton-milling 
region. At the same time, some restriction 
of retail buying is reported, and this, though 
sporadic so far, ought not to be neglected. 

All these indications emphasize a condition 
that has long been subject of comment—the 
high level of present manufacturing expense 
and of prices for manufactured goods, as 
compared with the general purchasing power 
of fixed incomes, such as interest and divi- 
dends, as well as compared with the pur- 
chasing power of the farm population. 
There is no indication of really serious over- 


SOME 
BUSINESS 
SYMPTOMS 


production up to date, but there is a very 
decided growth of the prospect that contin- 
ued distribution of goods at present values 
will prove difficult. The result must be a 
shift of values for the purpose of more 
nearly adjusting supply and demand. 
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VER since the acces- 
sion of President 
Coolidge to the Ex- 

ecutive office, there has 
been a great popular 
curiosity to know his thought on fundamen- 
tal public questions. He has carefully and 
doubtless wisely abstained from accepting 
any very definite attitude on the major sub- 
ject presented for his attention. Even in 
the case of the presumably urgent problem 
of farm relief he has been disposed to tem- 
porize somewhat with the various factions 
and projects that have been presented to 
him, and to await developments possibly in 
the hope that the whole issue would straighen 
itself out. 

On two points, however, he has now de- 
clared himself with a hitherto unaccustomed 
degre of definiteness. One is the question of 
the tariff, as to which he writes a convention 
of Western producers that he believes the 
general problem of protective duties is no 
longer a matter for controversy, but that the 
idea of protection is fairly generally ac- 
cepted as a recognized means of defense for 
national industry. On the other phase of 
policy he is represented (although not in any 
direct statement of an official sort) as op- 
posing the cancellation of foreign debts to 
the United States which has been urged by 
public men. 

These two attitudes reveal President Coo- 
lidge as closely in line with the policies of his 
predecessor and with those of the extreme 
right wing of his party. He wants high 
tariff duties; he apparently intends to go on 
seeking the collection of all that is coming 
to us from abroad. The two things do not 
go together and the effort to work them out 
simultaneously has thus far been unsuccess- 
— It will doubtless continue to be so in the 

uture. 


THE 
PRESIDENT’S 
POINT OF 
VIEW 
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HE effort to make a 
scandal out of Pres- 
ident Cromwell’s 

remarks before the Amer- 
ican Bankers’ Association relative to the 
activities of legislators and others in urging 
or opposing proposed actions of the Stock 
Exchange has apparently “fizzled” out, and 
it is well that it has. It would indeed be 
unfortunate if those who are placed in posi- 
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tions of financial trust and importance could 
not safely express themselves in public on 
questiéns of purely general interest, with- 
out promptly having life made miserable 
for them by sensation-hunters and scandal- 
mongers. Yet the fundamental question, of 
course, remains whether the financial com- 
munity and the country at large are willing 
to leave the problem of financial reform to 
be dealt with by the exchanges or is disposed 
to insist upon the adoption of new and dras- 
tic legislation either Federal or state. 

All the indications are now to the effect 
that such legislation will be seriously at- 
tempted during the coming sessions of the 
autumn and winter, and the signs apparently 
point to a state of things in which the organ- 
ized exchanges, or in other words, the or- 
ganized financial community, intend to op- 
pose the enactment of measures designed to 
bring about a better basis for trading which 
will protect the public against the repetition 
of recent evils. It is regrettable that any 
such controversy should be suffered to come 
to a head, and it would be far better if there 
could be an agreement upon some reasonable 
and feasible program that would bring about 
a restoration of public confidence in our 
speculative machinery without giving to ex- 
tremists the opportunity to make all sorts 
of charges and to develop fictitious com- 
plaints of one kind or another. This, how- 
ever, seems to be out of the question. 
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NE of the most 
~ amusing features 

of recent financial 
discussion at Washington 
has been afforded by the branch - banking 
ukase issued by the Comptroller of the Cur- 
rency and the Attorney-General jointly. It 
has now turned out that these two officials 
find branch banking a grave danger to the 
national banking system and a plan which 
violates the law. The opening of offices for 
the receipt of deposits and the payment of 
checks are to be permitted, but not the estab- 
lishment of actual branches at which busi- 
ness is to be done. Of course, the present 
surreptitious system of branch banking, 
whereby one institution is absorbed by an- 
other but kept open, and whereby chains of 
banks operate under a single control is legal 
and quite in line with everything that is de- 
sirable. 

Thus is attained the state of things in 
which branch banking is both permissible 
and not permissible — permissible to those 
who already practice it or can “put it over,” 
but not permissible to others who are less 
fortunately situated. This kind of legal and 
administrative quibbling and evasion of 


A BRANCH 
BANKING 
UKASE 


the issue is deeply to be regretted because 
it tends unavoidably to impair confidence in 
the working of our national supervisory 
bodies, as well as in the judgment of admin- 
istrative officers. Either branch banking is 
right or desirable from the standpoint of 
the individual institution or it is not. Which- 
ever way opinion moves, it should be fol- 
lowed by some corresponding action based 
upon principle and intended t6 work in thé 
interest of a recognized plan/of banking de 
velopment. 
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BONDS 
AND 
BONUSES 


ous proposals as the 

soldiers’ bonus affect 
bond values may be more 
or less clearly realized from the recent de- 
velopments in connection with Liberty bond 
quotations. Ever since the revival of the 
bonus agitation there has been a tendency to 
cut down the quotation of “liberties,” in view 
of the prospective problems which the Treas- 
ury would have to encounter were it to be 
obliged to cope with the flotation of securi- 
ties intended to furnish bonus money. 

This repeats the experience that liberty 
bondholders had a year and a half ago, when 
the bonus issue was acute, prior to President 
Harding’s veto of the bill then pending. If 
we should have a genuine revival of bonus 
demand after the opening of the new Con- 
gress we should have to expect a deprecia- 
tion of securities corresponding to the bur- 
dens thus likely to be imposed upon the 
community. The same thing is true of the 
suggestions now very widely current that 
large measures providing for expensive 
public buildings, river and harbor appro- 
priations and good roads be sent to the 
statute books during the coming winter. 

These may prove to be only threats, and it 
is earnestly to be hoped that such will be the 
case. Meantime, the question whether they 
will turn out as empty, as they seem likely 
to be, is an open one, and there is no way 
of avoiding the anticipatory bad effect upon 
quotations which has already shown itself 
during the past few weeks. 
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HE recent unsuc- 

| cessful attempt to 

stimulate the mar- 

ket into bullish activity appears to have 

failed. When hypodermics and oxygen have 

to be applied the patient is usually very 

weak, and we believe it will prove so in this 

case. A more detailed discussion of the 

market prospect will be found on page 1165. 
Monday, October 22, 1923. 
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which is one of the outstanding 

achievements of American industry, 
capacity sometimes outruns consumption. 
It is so easy to expand production quickly 
in this machine age and country that the 
excess of demands that prompts the ex- 
pansion may be wiped out with remark- 
able celerity. 

We cannot expect to go on indefinitely 
at the rate we were going the first half 
of this year. We justly regard 1920 as 
a very active year, but in June of this 
year all but ten of fifty-five representa- 
tive commodities were being turned out 
in larger quantities than in that month of 
1920. At the end of April the produc- 
tion index number of 62 commodities 
passed the average for 1920, and later 
went to 10 and 15 per cent higher levels. 

Our industries cannot go on ex- 
panding forever on the domestic de- 
mand alone. Take boots and shoes, for 
example. This industry has had its full 
share of the general commercial revival, 
but it is machined to produce 400,000,000 
pairs of boots and shoes a year—and has 
been for many years—whereas it doesn’t 
seem possible no matter how flush the 
times, to persuade the average American 
to buy more than three pairs a year or, 
say, 300,000,000 in the mass. Assuming 
the per-capita demand to remain the 
same, it will take twenty years for our 
population to grow up to our boot-and- 
shoe capacity. 


[ ) vvhich the mass-production system, 


Further Examples 
Take iron and steel. With a pig-iron 
capacity of 50,000,000 tons, our consump- 
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Does American Industry Face 


Can We 
Withstand - 
European 
Competition? 


tion will be ten million of tons shy 

of that figure this year, which will be 

the peak since the war year of 1916. If 

demand drops back next year to that of 

1922, we shall have a nominal capacity 
20,000,000 tons in excess of demand. 

Look at automobiles for a moment. By 
December 31, probably 3,200,000 auto- 
motive vehicles will have rolled off the 
assembling floors since January 1. That 
is 600,000 machines more than last year. 
The factories of this wonder-industry are 
now driving ahead at the rate of more 
than 300,000 a month. And that does not 
represent full capacity. But I doubt 
whether anybody seriously expects that 
we shall be able to absorb another 3,000,- 
000 cars in 1924. 

In the rubber and textile fields, pro- 
ductive capacity undeniably exceeds pres- 
ent prospects of consumption. 

The protean construction industry, in 
which so many other industries are rooted, 
is beginning to slow up for the ample 
reason that the housing deficit is being 
reduced. The building materials indus- 
tries that have met the requirements of 
the greatest building rush in history will 
find one of these days that their capacity 
exceeds the slackened home demand. 

In agriculture we are certainly over- 
produced in wheat, and perhaps in corn. 

It would be tedious to examine the 
status of all the industries in 
detail, but I think there will 
be little disagreement with the 
general statement that there is 
prospect of further excess of 
productive capacity. 


And What if There Is? 


In the iron and steel industry, 
we have at present excess capacity 
of plants, but not excessive pro- 
duction, because not enough labor 
can be found to man the works. 
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iron and steel could have be 
sold if there had been more labor to 
make it. With the 12-hour shifts b 
ing converted into 8-hours shifts enor- 
mous social benefit has been achieved, 
and, simultaneously, the discrepancy be- 
tween mechanical capacity and personne! 
has been further emphasized. It may 
take several years for the labor supply 
to augment correspondingly to the size oi 
the plants. 

Plants but partly used are annoying to 
proprietors and managers, but do not con- 
stitute a problem of general concern whe 
their under-utilization arises from a lack 
of labor rather than a lack of patronage 
In the boot and shoe industry, on the 
other hand, we have an industry of over 
capacity, measured by the domestic mar- 
ket, which may be easily and promptly 
reflected in over-production. But forget- 
ting these and other industries that maj 
be “over-planted” on the whole and that 
are accustomed to that condition, wha! 
is going to happen to the general run of 
industries when the domestic market ap- 
proaches saturation for the time being 
in the face of prodigious production? 

Before attempting to answer that ques- 
tion let me direct your attention to a very 
important fact; and that is that while 
we soon may be over-produced, we are 
not over-bought. I do not recall that the 

country ever before found itseli, 
after two years of strenuous ac- 
tivity, with the consumers of 
goods devoid of large surplusages 
of supplies. Our prosperity has 
been a sagacious one. It has not 
turned men’s heads. There has 
been little speculative buying of 
commodities, almost no _ wild 
option-taking, no pyramiding o! 
orders, comparatively little buy- 
ing for long-deferred delivery. 
Broadly speaking, the country 
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the Peril of Overproduction? 


By Dr. JULIUS KLEIN 


Director of the Bureau of Foreign and 


Domestic Commerce* 
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s done the largest business in its his- 

-y on a cash-and-carry basis. The 

iver has bought what he needed cur- 
rently, has put it in his market-basket 

d has gone home to consume it—not 

store and hoard it. A hundred and ten 
millions of consumers without reserves of 

dustrial goods in distributive channels 
presents an encouraging picture from the 
merchandizing point of view—even if the 
manufacturer has made more goods than 
they choose to or can buy on a hand-to- 
mouth basis. 


Effects of Ruhr Situation 


We are dramatically warned that even 
production overtakes consumption at 
me, the seemingly impending Ruhr 
ttlement will result in 700,000 tons of 
on and steel products, and immense 
uantities of other goods being slaugh- 
red for a buyer’s holiday throughout 
ie world. But upon close scrutiny we 
nd that the specter of a Ruhr that is 
to flood our markets with goods at any 
rice in exchange for our much-desired 
lollars is more apparent than sinister. In 
he first place, it appears that the French 
lready have seized some of that 700,000 
ms, and that much of it will be absorbed 
1 the devastated regions and in the 
*‘rench colonies; regions from which the 
xtensive iron and steel industry of 

‘rance would exclude us anyway. 

The French also have taken stores of 
lyestuffs. Otherwise, it appears that 
here has been no great accumulation of 
roods in the Ruhr during the French oc- 
‘upation. Our information is that 20 per 
cent of the production during occupation 
has been taken out of the country, and 
that the rest has been absorbed right in 
the Ruhr itself by reason of the enormous 
buying volume occasioned by the panic 
flight from the deflating mark. 
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The German government poured tril- 
lions of paper marks into the Ruhr to 
support passive resistance, and much of 
this was converted into durable goods by 
the people on the theory of the childless 
German woman who bought six baby 
carriages because she had the marks and 
nothing else was at hand to buy before 
the paper money plunged further toward 
infinitesimality. 

So, I think, we need not worry very 
much about these tales of overflowing 
Ruhr warehouses that are to be emptied 
at prices that no tariff wall and no com- 
petition can meet. 

It must be recognized, however, that a 
restored Ruhr eventually will result in 
stiff competition from Germany in iron, 
steel, dyestuffs, chemicals and _ textiles. 
It should not be forgotten that Germany 
has been exporting only about one-fifth 
as much iron and steel products as she 
did before the war. If the reparations 
snarl is untangled by an alliance between 
the French and German metallurgical in- 
terests, our forge-masters will have foe- 
men worthy of their steel. And don’t 
forget the British. They are straining 
at the leash for a dash for business the 
moment there is any in sight. But here, 
again, it is easy to borrow trouble. Re- 
member how all the prophets of industry 
were telling us eight months ago that the 
French occupation of the Ruhr meant the 
beginning of the end of industrial Eu- 
rope, the collapse of civilization and 
other horrific things. The suppression of 
Ruhr activity did not work out accord- 
ing to prophecy; neither will its revival 
be a ruinous thing. It will take time. 
The organizations have been disturbed 
if not broken, the workers have deterio- 
rated during their idleness, trade relations 
have been severed, and at best it will 


Making cans at the huge Krupp 
plant in Essen. Krupp manufac- 
tures nearly everything in which 
steel is used, and when conditions 
are more settled Germany will 
doubtless prove a formidable com- 
petitor to American and European 
manufacturers of similar products 


take much time for the plants to get up 
to capacity production. 


Discomfort Faces American Exporters 


Nevertheless, our iron and steel in- 
dustry is likely to find the foreigners 
surging into the world’s markets just 
at a time when it will be looking 
eagerly to the same markets. 

But why should we worry if Germany 
and England “come back” and get some 
overseas business? Have we not been 
worrying for fear that they would not, 
anxiously recalling that Europe takes 50 
per cent of our exports and give us a 
favorable balance? Let us be consistent. 
A working, producing Europe means 
more business for us as a commercial 
whole, even if it does mean less for some 
of us. Europe on its feet means good 
markets again for half our total exports, 
especially agricultural products, and the 
translation of thousands of our farm 
population from despondency to cheerful- 
ness. And with those farmers buying up 
to standard again, domestic manufac- 
turers will get a new impetus. 

But returning to the major proposi- 
tion, I think it may be safely said that 
industrial America is capable of pro- 
ducing considerably more goods of 
many kinds than the domestic market 
can consume on the average. After a 
depression, our industries can run at full 
speed for a time, to make up for lost 
production, but, taking the peaks and the 
guiches together, we have undoubtedly 
arrived at a period when the enjoyment 
of well-rounded prosperity depends on a 
regular foreign outlet for about 10 per 
cent of our manufacturing capacity. 
This figure may run as high as 52% 

(Please turn to page 1252 

*As reported in an 

Theodore M. Knappen. 


interview with Mr. 
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Is Wall Street Safe for Investors Now? 


Important Work Being Done to Educate and Protect the 
Investing Public—Gross Exaggeration of Wall Street’s 
Short-comings—No Excuse for the Ignorant Investor 


By WELDON CHASE 








+ PLOITATION of Wall Street’s shortcomings by the 
yellow press have created a false impression of the en- 
tire financial community, and a great deal of harm has been 
done thereby to financial houses and investors alike. Mr. 
Chase’s article deals without prejudice with cold facts and 
shows just why Wall Street is safer for the investor than at 
any time during the last half century. 




















S Wall Street safe for the investor? 

Can he now venture down into the 

canyons of the financial district and 
place his money on his favorite stocks and 
bonds with any degree of assurance that 
the next morning’s paper will not an- 
nounce that the firm with which he 
trusted his funds has gone into the hands 
of a receiver and his money lost, all or 
in part? 

The answer is that the financial district 
today is a safer place for the investor 
that at any time during the last half cen- 
tury. And it should also be stated that 
the much exploited dangers of the 
financial district have not only been 
grossly exaggerated but that they never 
were 5% as real as portrayed by the yel- 
low press. 

The financial district has always been 
as safe if not safer than almost any other 
class of business.. That is, for the men- 
tally competent. Wall Street will never 
be safe for the foolish or unwary for the 
reason that it is humanly impossible to 
render any community 100% free from 
the unscrupulous. 


A Post-War Phenomenon 


The great growth in the bucket-shop 
industry was a post-war phenomenon. 
Evil practices crept into the brokerage 
business as well as the banking and in- 
vestment business and business in general. 
The glittering lure of quick and easy 
profits had become ingrained in the public 
mind as the outgrowth of the unprece- 
dented boom arising from the war situa- 
tion. The public had an abundance of 
money and had come to believe that a 
100% profit in six months or less, was a 
normal rather than an abnormal expecta- 
tion. This false state of mind the 
bucketeers were not slow to capitalize. 

In many cases, it must be admitted that 
there was little to indicate to the un- 
sophisticated that the firm he was dealing 
with was not of the highest character. 
Many so-called brokerage houses main- 
tained well equipped offices, tastefully but 
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not garishly decorated. Their literature 
was written by employees far above the 
ordinary mental calibre, their corre- 
spondence, while force- 
ful, was dignified and 
seductively | conserva- 
tive and their “out- 
side” and “customers’” 
men were well dressed, 
well mannered and of . 
trust-inspiring  de- 
meanor. Many of the 
concerns which failed 
and since have been 
found to have been 
bucket-shops, were not 
more than mildly sus- 
pected by some of the 
shrewdest and oldest 
observers in the Street. 
On the other hand, 
there were scores of 
firms of which it was 
generally known in the 
financial district that 
they were doing an illegal business. Their 
real status could have been discovered by 
even a casual investigation on the part 
of the prospective client. 

One of the principles on which these 
fly-by-night firms builded their clientele 
was the established fact that in the Metro- 
politan district only one out of about 
twenty “prospects” ever takes the trouble 
to investigate the status of his broker and 
one out of ten outside the city. Which 
would seem to indicate that the out-of- 
towner is only 50% as gullible as the 
born and bred, or by-adoption, New 
Yorker. 

In the great majority of cases, then, 
the fleeced had largely themselves to 
blame. 


Tarred With the Same Brush 


The great harm done to the financial 
district by the comparatively small per- 
centage of crooks can never be fully esti- 
mated. It got to be the habit for every 
second-story man and professional “dip,” 


The New York Stock Exchange 


when caught and required to give his 
pedigree, to state his business as that of 
“broker.” And the public does not stop 
to think that of legitimate brokers there 
are many kinds, cotton, stock, coffee, tin, 
ship, real estate—in fact an endless va- 
riety. But every broker, even though he 
had not been south of Fulton Street twice 
a year is, by an association of ideas, ir 
the public mind connected with Wal! 
Street. 

The result is that there has been a 
buyers’ panic which has not only affected 
the stock brokerage business but the in 
vestment business as well. Speaking o! 
this situation, the president of one of the 
largest banks in the country said to the 
writer, “The public has got cold feet 
towards investments. It regards not onl; 
Wall Street but everything financial with 
suspicion. As a result it sits tight with 
the securities it owns and is not inclined 
to make further commitments. This 
scare will pass eventually, but meanwhile 
the going is hard for legitimate concerns.” 
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It is not generally known, perhaps, out- 
side of New York City, that the lurid 
campaign now being waged by one of the 
largest as well as the yellowest news- 
papers of New York, is in reality a drive 
of vengeance against a certain politician 
on the part of a publisher whose political 
aspirations were thwarted by the poli- 

‘ian. The latter appears to have been 
he instrument through which large sums 

* money were raised to save from col- 

pse a now defunct bucket shop. The 
object of the publisher in painting the 
bucket shop evil in its blackest colors is 

tinge the politician with the same hue. 
So the subject of bucket shops is ex- 

gerated and “played-up” out of all pro- 
portion to its proper relation to the 
{nancial structure as a, whole. In fact, 

read the screaming headlines, one would 
think that it was unsafe to walk down 
\Vall Street with anything more than a 
ten cent piece in one’s pocket. As the 
publisher has a large and unthinking 

llowing his scare-heads are taken at 
face value and legitimate Wall Street 
suffers accordingly. 


What the Facts Show 


Turning from the realms of fiction to 
those of fact and taking the twenty-year 

riod 1900 to 1921, inclusive, as our cri- 
terion, we find that the average percentage 
f failures of New York Stock Exchange 
firms during that time has been not only 
more than 50% less than those of gen- 
al business, but approximately 30% less 
than the total failures of banks and bank- 
ing institutions. National banks alone 
show a smaller percentage of failures 
than N. Y¥. Stock Exchange firms. The 
attache] gr.noh shows the percentages in 
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detail. The year 1922 is not included for 
the reason that while seven firms failed 
last year their affairs are still in the hands 
of receivers, and it is impossible to de- 
termine to what extent they will be able 
to meet their obligations to their creditors. 
During the twenty-year period there were 
97 suspensions which can be classed as 
real failures since those firms went en- 
tirely out of business. That is less than 
5 failures a year, and when one considers 
that the personnel of the 1100 members 
of the Stock Exchange has seen many 
changes during that time, the percentage 
of failures to the whole is surprisingly 
small. .It will be noted that the per- 
centages of failures for 1900 and 1901 
have never been exceeded or equalled 
since, although the big failure years in 
general business were 1914, 1915 and 1921. 
This lessening of Exchange failures is 
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largely due to the increasing stringency 
of the Exchange’s restrictions and its 
growing tendency to regulate and super- 
vise the business conduct of its members. 


Education the Real Remedy 


All students of social and economic 
problems agree, in the last analysis, that 
education is the real remedy for all social 
and economic evils. The public cannot 
be protected against itself but must be 
taught to protect itself. Laws and re- 
strictions have their place in the scheme 
of things, but to adequately protect the 
public it would be necessary to devise 
new laws and new restrictions every 
month to meet the changing situations 
and defeat the machinations of the sharp 
minds ever active to defeat slow-footed 
legislation. Punishment of a criminal is 

(Please turn to page 1230) 
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Letters Youll 


Never 


Some Impossible Communications From Well- 
Known People—Or, if You See It in Print, It’s So 


By ZACHARIAH OVERHOLT 


I. Judge Elbert H. Gary to the Presi- 
dent of the American Poetry Association. 
Dear Sir, 

May I submit the following humble 
effort for your approval to be included 
in the forthcoming volume of “Fugitive 
Whispers—An Anthology of the Younger 
American Poets”? I hope you will not 
criticize it too harshly, as it is one of my 
first attempts in this field. 


Rock-a-bye, Steel Prices, on the tree- 
top, 
Daddy is sure that you never will drop. 
For if through some accident you 
chanced to fall, 
Down would go prices, and market, 
and all. 


Very truly yours, EHG. 


II. Albert R. Erskine, President, 
Studebaker Co., to John R. White, dealer, 
Kansas City, Mo. 

Dear Sir, , 

I believe you are perfectly right in 
saying that there has been an overpro- 
duction of automobiles in this country, 
and that the saturation point has now 
practically arrived. I expect price reduc- 
tions of the most sweeping variety within 
the next two weeks, and would certainly 
not recommend a policy of accumulating 
inventories at the present time. Com- 
panies which have been expanding their 
productive facilities at the recent high 
costs of labor and materials will undoubt- 
edly regret their action. I remain, 

Sincerely yours, ARE. 


Ill. The President, Belt Line Corpo- 
ration, New York City. 
Dear Sir, 

I have owned a hundred shares of pre- 
ferred stock in your organization since 
1895. I now observe that it has fallen 
five points from where I originally pur- 
chased it, and is being quoted another 
half-point lower still. Will you kindly 
explain to me the reasons for this unusual 


havior ? 
behav Yours, etc. 


I. N. Vestor. 
(Reply) 
Dear Mr. Vestor, 
I was so delighted at the refreshing 
evidence of your interest in the com- 
pany afforded by your recent communi- 





See 


cation that I could not 
help leaving the tape for 
five minutes to dictate to 
you my reply in person. 

How few there are 
left of the staunch old 
guard that first invested in 
our preferred stock issue 
when it sold to yield 
4% and provided the funds for the presi- 
dent’s first automobile! It is a sadden- 
ing thought. Some have been lured away 
from the paths of financial righteousness 
by the coquettish 7 and 8% issues of the 
younger generation; by convertible bonds 
with warrant attached, by bonds payable 
in foreign currencies or in dollars at the 
holder’s option, nay, even by industrial 
common stocks! 

Real old-time investors such as you, 
Sir, are woefully rare in these degenerate 
days, and it is to me a real pleasure to 
have made your acquaintance. A man 
who has faith in his company and holds 
on to his investment is a man of charac- 
ter, Sir, and perseverance, and- character 
will tell in the long run, when mere flashy 
brilliance turns out a disappointment and 
a snare. 

As to the regrettable decline in the 
price of your preferred stock holdings, 
you will undoubtedly hear malicious and 
thoroughly unwarranted rumors to the 
effect that the dividend is about to be cut, 
or even passed. Nail them to the counter, 
Sir, for the lies that they are! The Belt 
Line Corporation has never yet cut its 
dividends, and its record is the best guar- 
antee of its future. The fact that I am 
down on the lists as holding but one share 
is due merely to my violent personal 
prejudice against the shade of green in 
which the certificates are printed. 

Faithfully yours, I am, etc. 





IV. Henry Ford to Chairman, Ameri- 
can Jewish Relief Committee. 
Dear Sir, 

Enclosed please find check for ten thou- 
sand dollars ($10,000) to be applied to 
such purposes as your Committee may 
deem fit. 


Yours truly, HF 


V. J. P. Morgan to W. S. Stone, Pres- 
ident of the Brotherhood of Locomotive 
Engineers’ Cooperative Trust Co. 





Dear Sir, 

In view of the wonderful record which 
you have made as a banker, in addition 
to your duties as a union official, we fee! 
that the only way to preserve the hou 
of J. P. Morgan & Co. from rapid ex- 
tinction would be to offer you a senio: 
partnership in our firm. I shall be wait 
ing outside your office door from 10 t 
11 A. M. today until you make your de 
cision known. 


Faithfully yours, JPM. 


VI. Leonor F. Loree, President, Dela 
ware & Hudson RR., to ‘the Chairman 
Interstate Commerce Committee. 


Dear Sir, 

In view of the reported distress among 
the wheat farmers of the Northwest, | 
believe it is the duty of all railroad presi 
dents to do “their bit” toward alleviat 
ing the situation of these hard-working 
and underpaid sons of the soil. I propos: 
that we make a start by cutting railroa: 
rates on agricultural products horizon 
tally by 50%. 


H ly y 
opefully yours, LFL. 


VII. J. S. Wannamaker, President of 
the American Cotton Association, to Her 
man Eisenberg, president, The Puritan 
Mills, N. Y. 


Dear Sir, 

I find myself compelled to disagre: 
with you on the recent Government esti 
mate of 11 million bales for this year’ 
cotton crop. I think it is a million bale 
too low. The most unfortunate featur: 
of such misunderstandings is the rush o! 
guileless buyers into the cotton marke 
which they induce, and the consequer 
unjustified increases in the prices of ra\ 
cotton, sometimes amounting to severa 
cents a pound, to which they give rise. 

Believe me, Sir, yours sincerely, 


Dear Reader: While we do not guarantee the above 
statements, they are based on information that 
we consider entirely unreliable 
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“I See By the Papers—” 


Some Running Comments on the News of the Day 


N the last few days, the papers have 
been unusually full of news of the 
sort that interests the investor. 

\ particularly large amount of space 
has been devoted to the OIL SITUA- 
TION which shows some evidences, how- 
ever slight, of a tendency to right itself 
—although nothing definite and far-reach- 

enough to warrant any remittance in 
caution exercised by oil investors. 

Mexican Oil Production, which climbed 

enormously in the period from 1914- 

23, was, up to recently, continuing the 
jownward trend that set in in 1922. In 

full year 1923, it is anticipated that 
\!exico’s entire Crude Production will not 
ceed 150 millions of barrels, which is 
lively contrast with the 193 millions 
duced in ’21, and the 185 millions pro- 
iuced in ’22. Using this 1921 estimate 
for purposes of comparison, Mexico’s 
nduction record, 1914-23, inclusive, 
would compare as shown below: 
- Mexico's: Oil-Output - 
MILLIONS OF BARRELS 
— 
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Investors cannot afford to assume too 
much in the matter of a declining Mexi- 
can production, however, according to 
some well-defined reports. Items of 
news, tucked away in convenient parts 
of the newspapers, indicate that some 
surprisingly good new production has 
been brought in, much of it in new 
fields, in recent times. Also, the mar- 
ket action of Mexican Oil Stocks— 
excellent, by contrast with domestic 
oils—lends color to the belief that 
things may not be so. bad down below 
the Rio Grande as some of our busi- 
ness neighbors have painted them. 

Another striking factor in the OIL 
NEWS is the reported recession in at 
least one of the Californian Fields—not- 
ably, the Santa Fe. Here the output at 
the peak in August averaged 340,000 bbls. 
daily; but in the week to September 29, 
the average declined to 314,000, and in 
the week to October 6 went off still fur- 
1er to 291,000. 

Unfortunately the decline at Santa 
*e has not been sufficient to counter- 
act increases elsewhere, the recent 
production from all California being 
about the same as before. Further- 
more, there are well-defined reports of 
the opening up of a new field in Texas, 
which cannot well be overlooked. 

What California has contributed to the 
recent demoralization of OIL is brought 
out in the following: 


for OCTOBER 27, 1923 


By KOLUM REDER 


alifornia’s Ou 
Yearly Total Dail 
o 


1920 
t Ist. 


1920 ‘21 
on Ist. 6 


The recent news in respect of refinery 
operations bears out the blunt forecast 
made by an Oil Expert in a recent issue 
of The Magazine. He said that EXCESS 
REFINERY CAPACITY must event- 
ually right itself by a decline in the num- 
ber of refineries operating. Here is what 
has happened in the refinery world since 
the beginning of 1923: 
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Again “unfortunately,” the decline in 
the total number of refiners operating 
has not yet been followed by a reduction 
in refinery output, which was 2,055,000 
barrels daily in August, or close to the 
highest rate for the year. Perhaps this 
failure to curtail has been the cause of 
the further recessions in GASOLINE 
PRICES which compared, at a recent 
date, as follows (on basis of Average 
Tank Wagon Price in 30 Representative 
Points) : 


30 
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The activity of business through the 
country, insofar as it is reflected by 
FREIGHT-CAR LOADINGS, continued 
large up through September. In the last 
week of that month, over 1,097,000 cars 
were loaded or more than ever before, 
during any similar period, in the history 
of railroading. A bird’s eye-view of 
freight-car activity in the last three years 
may be obtained from this graph: 


Total Loadings Year to Sept. 29. 





—which shows that over 6 million more 
cars were loaded up to the last quarter 
of this year than in either of the same 
periods of 1921 and 1922. 

While there is no virtue in pessimism, 
there is virtue in accuracy. Without any 
intention of depriving an encouraging 
showing of its force, then, it should be 
noted that the uptrend in loadings, very 
lately, has not been as decided as former- 
ly. Indeed, expectations of a decline are 
rather general. 


The UNFILLED TONNAGE of the 
Steel Corporation, as an accepted barom- 
eter of business activity, continues down- 
ward. Since March, last, the figures have 
undergone a progressive decline, starting 
at 7.4 millions and standing, at the end 
of September, at 5.0 millions. Here is 
the record, by months, since January, 
1922: 


Unfilled Steel Tonnage 
MILLIONS OF TORS 


This downtrend in the forward busi- 
ness of the Steel industry is mirrored by 
the reports from the copper centers. In 
the period from July to August, copper 
shipments (both foreign and domestic) 
by all American producers, increased sub- 
stantially; but in the month succeeding 
the upturn was lost and more. Thus, in 

(Please turn to page 1241) 
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Look to the Safety of Your Dividends! 


Significance of Increases in Dividend Distributions to 
Major Market Movements—Question Whether Present 
Dividend Rates Can Be Maintained—Time for Caution 


By ALFRED MAYS 


UST as the year 1922 will go down in financial 
history as the great period of stock dividends, 
so the current year will rank among the great 

years of increased cash dividend disbursements. 
Many companies which, during the war had built 
strong cash and quick assets positions but had fol- 
lowed conservative dividend courses, found them- 
selves, at the end of 1922, in a position where the 
matter of an increased dividend rate might be con- 
sidered without sacrificing anything of the princi- 
ples of sound business. 

It will be recalled that the slump in general 

business in early 1923 


quarter of 1923 or are in for something more dras 

tic remains to be seen. At least the situation cal! 

for the utmost conservatism on the part of the 
investor. 


Dividends and Prices 


Increased dividends, extras and stock dividend 
are phenomena which always are noted toward: 
the close of a bull market. Not that they alon 
presage a bear market, but that they furnish on: 
of the indications which market observers stud: 
carefully in connection with main market cycles 

The distribution whic! 





always accompanies and 





was regarded by many 
as but the beginning of 
a general decline. The 
sharp drop in security 
prices, which in March 
had rallied to nearly the 
high of October, 1922, 
further reinforced that 
opinion. 

In that particular in- 
stance, however, we wit- 
nessed the phenomenon 
of business apparently 
charting the course of 
the market rather than 
the market being the 
barometer of business. 
In the second quarter of 
1923 there was, to be 
sure, a slackening in 
commercial activities, 
but it was rather the 
slowing down of a too 
rapid forward movement 
than the beginning of a 
reactionary trend. The 


hear. 


liquidate. 


LOOK TO THE SAFETY OF YOUR 
DIVIDENDS 


E do not desire to be alarmists. 
would much rather tell our readers good 
news than bad. The truth must be told, how- 
ever, even though it may be unpleasant to 
What we have to say to the investor is 
this: Look to the Safety of Your Dividends. 
Conditions now make it clear that—except 
in the unexpected event of a marked change 
in the business outlook—a number of com- 
panies now paying dividends are not likely to 
pay them a year hence. This is especially true 
of small, weakly financed companies. 
vestor who holds securities that have been 
through many a panic, however, need not fear 
for the safety of his income, but those who 
are holding more speculative issues should 


eventually precipitates 
the downward turn from 
a bull market to a bear 
market is greatly facili- 
tated by the bait of in- 
creased dividend dis- 
bursements. The mar- 
ket money-maker is one 
who anticipates dividend 
declarations. If he waits 
until the declaration ac- 
tually takes place the 
chances are ten to one 
he is buying the stock 
of those who purchased 
many points lower in 
expectation of the divi- 
dend. The sellers are 
shrewd enough to sell 
while the selling is good. 
Just as the business 
prospect is blackest at 
the bottom of a bear 
market—at least to the 
outsider —so the pros- 


We 


The in- 





searching investigations 


pects always seem rosi- 





which this publication 
conducted at that time showed that beyond ques- 
tion business fundamentals were then sound. 
Having discounted the slowing up in business 
activity the downward march of security prices 
halted in July and the trend of the market re- 
mained uncertain for almost three months. Sharp 
rallies were succeeded by equally as sharp declines. 
In short, the market was treading water, waiting 
for an unmistakable signal to advance or to retire. 
But at present the outlook for business is by no 
means as satisfactory as three months ago. Steel, 
iron, copper, oil and textiles show downward 
trends, and the question naturally arises as to 
whether these fundamentals do not presage the 
long, downward swing in the business barometer 
which has been talked about for the last six months 
but had not materialized heretofore. Whether we 
are in another slowing-up stage as in the second 
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est at the top of a bull 
market. Therefore, in times like the present, it 
behooves the investor to go over his list of dividend 
payers with the utmost care in order to determine 
which securities can weather bad times without re 
ducing their dividend rates and which are paying 
dividends unwarranted by the average of results 
shown over a period of years. 

The table which accompanies this article shows 
numerous important dividend increases and de- 
creases during the current calendar year. While 
the list does not purport to be a complete recor’ 
of dividend changes, which would take as muc‘ 
space as this entire article requires, it shows that 
the increase in industrial dividends far outnum- 
bers the increases in other classes of securities. 
It is unnecessary to take up each dividend in- 
crease, even if space permitted, for the affairs of 
the several companies are discussed from time to 
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time in these columns, but it 
may be said that in most in- 
stances the increases have been 
warranted by earnings. In the 
case of companies like Amer- 
ican Can, Corn Products, S. S. 
Kresge and the like, the divi- 
dend increases represent the 
fruition of carefully nurtured 








“The unmistakable trend in 
business warrants the conclusion 
that increases in dividends from 
now on are likely to be few and 
far between.” 


them to show large earnings 
they were obliged to pass their 
dividends. Undoubtedly the in- 
creasing competition in the re- 
tail candy field had much to do 
with the passing of the Loft 
dividend. 

There were a number of not- 
able resumptions in mining 





dividends this year, chiefly 





growth extending over a period 
of years. 

n a great many cases there has been an increase 
in the dividend rate, though the actual rate, para- 
doxical as the statement seems, remains the same. 
This has been brought about by a readjustment of 
capitalization. In the case of American Locomo- 
tive, for instance, the capitalization was doubled. 
The owner of one share of old stock now holds 
two shares, each paying $6, or a total of $12, as 
compared with $6 which he received on his old 
share. 

American Smelting & Refining’s resumption of 
dividends represented the recovery from the bad 
year of 1921 when the company showed a deficit 
of nearly $2,500,000. The increase in the rates 
of May Department Stores, S. S. Kresge and 
United Cigar Stores are the results of the normal 
growths of gross and net incomes characteristic 
of well-managed chain stores. National Lead is 
a concern which for many years has been building 
its equities and had at length reached a point 
where the management felt a greater liberality to 
the common stockholders was justified. 

In looking over the industrial dividend list one 
is struck by the comparatively few dividends 
passed in 1923. International Mercantile Marine 
and N. Y. Dock enjoyed their only periods of real 
prosperity during the war era, and when the un- 
usual circumstances passed away which enabled 


among the copper companies. 
In the period following the war the copper market 
was flooded with metal bought for war purposes, 
and the consequent curtailment which the leading 
copper companies put into effect was disastrous 
to dividends. By 1922 the surplus metal had been 
largely disposed of and 1923 saw the strongest 
of the copper companies in a position to resume 
disbursements. Mining dividends having been 
thoroughly liquidated in 1920 and 1921, there were 
comparatively few mining dividends passed this 
vear, that of Butte & Superior being the most 
notable. 

Perhaps the two most remarkable developments 
in the business world during the current year have 
been the unexpected prosperity which has attended 
the automobile industry and the equally unex- 
pected slump in oil. The reason for the former 
seems to have been the general state of prosperity, 
and the reasons for the latter are generally known 
and may be summed up by the one word—over- 
production. The slump in oils did not become a 
serious factor until towards the middle of the 
year, and the strongest of the oil companies have 
been able to maintain the dividend increases reg- 
istered prior to that time. There have been some 
notable reductions and passing of dividends on the 
part of the less strongly fortified oil companies, 

(Please turn to page 1250) 








SOME IMPORTANT DIVIDEND CHANGES IN 1923 


INCREASES —— 


DECREASES 








Present 
Annual Rate Increase 
<—-Per Share——> 


$1.00 
5.00 
*6.00 
1.00 
1.00 
4.00 
2.00 
. 2.50 
4.00 


Industrials 

Am. Brake Shoe 
American Can 
Am. Locomotive 
Assoc. Drygoods 
Coca-Cola .cccccscces > 
Cont. Can 

Corn Products 


Mining 


Cerro de Pasco 
Chile 

Dome Mines 
Inspiration 
Kennecott 


Crucible 
Cuban-American .... 
Gulf States 


Motors 


S 


stk. 33%4% 
Lima Locomotive.... 4.00 
National Lead 
United Cigar Stores. . 
United Drug 


Mack Truck 


Stromberg 
Studebaker 


Public Utilities 


Railroads Adams Express 


Montana Power 


sss 8888 88 


hin 


Annual Rate Increase 


American Smelting .. 5. 
Anaconda ....... 


Gen. Motors ........ 1.20 


Stewart-Warner . 


Am. Gas & Electric... ' N. 


Pac. Gas & Electric. . 


———s 


Present 
Annual Rate Decrease 
<—Per Share——> 


Passed 6.00 
Passed 1.00 
Passed 2.50 


Present 
Industrials 
Marine pfd 


<—-Per Share——> 


5.00 
N. Y. Dock 


Mining 


Butte & Superior. . . Passed 2.00 


S8snses 


Oils 

Passed 
Marland Passed 
Mex. Seaboard ....Passed 
Middle States Passed 
Pacific Oil 3.00 
Producers & Refiners 2.00 
Pure Oil 
*100% stk. 


4.00 
4.00 
2.00 
1.20 
1.00 
2.00 
0.50 


B.—Standard Oils eliminated 
owing to stock dividends offsetting, 
in some cases, lower cash dividends. 
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Philadelphia, Cradle of Liberty— 
and Financial Fakes 


American Liberty, to Philadelphia— 

the cradle of diversified stock-pro- 
motion schemes, is a greater gap than 
even the fabled seven-league boots could 
hope to conquer. Philadelphia, rich in 
the treasured history of American free- 
dom with its Independence Hall and its 
cherished Liberty bell; Philadelphia, the 
metropolis of the Western Hemisphere 
until Father Knickerbocker took the pen- 
nant across Jersey to the confluence of 
the North and East Rivers, there appar- 
ently to remain forever; Philadelphia, 
with its slogan, “The Workshop of the 
World,” significant of its commercial 
ambitions; Philadelphia, whose people 
possess that wholesome 


Pane Philadelphia—the cradle of 


By WILLIAM H. BARBOUR 


Of the Investors’ Vigilance Committee, Inc. 


months. Millions and millions that would 
have built more beautiful and adequate 
schools; paved miles and miles of streets. 
What couldn’t Philadelphia have done 
with those millions? In most instances, 
there’s about as much chance of getting 
back those millions as of making water 
run up hill; of a modern Canute com- 
manding the Delaware to right about face 
and return its waters from the Chesa- 
peake to the rugged hills of New York, 
New Jersey and Pennsylvania. 

There’s just one way for Philadelphians 
to stop this tremendous loss. Get back 
to Franklin thrift. 

However, this modern shell game is 
not confined to Philadelphians. Those 


camps of Colorade and Idaho and British 
Columbia and elsewhere. And, con 
quently, they realize, in most instan 
that they are playing with fire. 

Experience has shown us, however, 
that because better stationery is used 
possibly, and the letterhead and envelo-¢ 
carries a Philadelphia address, there is ; 
marked tendency to regard the propositic: 
as possessed of every element, not al 
of respectability, but, of confidence. T! 
is just exactly why stock promoters ha 
located in Philadelphia and other lar; 
cities. Nothing accidental about it. Sto 
promoters are not stupid. Poor, stoc! 
promoters may be; some are. But, th 
promoter whose success may be measure 
by his ability to gather ii 
the cash is clever. 





hospitality that warms the 





heart of the visitor, and 
Philadelphia, the source 
from which springeth every 
conceivable kind of a stock- 
selling scheme from specu- 
lations to downright swin- 
dies. What an incongruity ! 
What a municipal Dr. 
Jekyl and Mr. Hyde! 
What a shame! 

This inconsistency is not 
the creation of Philadel- 
phians. Philadelphia peo- 
ple cherish the thrift teach- 
ings of Franklin. Phila- 
delphians have a keen ap- 
preciation of the finer arts 
and sciences. Philadel- 








/ 2. THER you live in Philadelphia or 
not, this story will grip you because 
it illustrates a condition typical of many 
communities throughout the length and 
breadth of the nation. Ten million dollars 
that were bamboozled out of unsuspecting 
Philadelphians in the first nine months of 
the year represents only a small fraction of 
what was lost to American investors this 
year. Will it be the same next year? It is 
up to you and your community to see that it 
will not. 


Diverse Fake-Selling 
Operations 


At the beginning we 
spoke of the diversity oi 
stock-selling schemes ema- 
nating from Philadelphia 
Philadelphia appears to 
present a greater diversity 
than other cities. Per- 
haps we are wrong. But 
we reach this conclusion, 
as a result of our ex- 
periences; not imagina- 
tions. This may seem 
strange at first blush. And 
yet it’s perfectly logical 











Philadelphia is a city of 





phians love their work. 
Philadelphians have always 
stood in the forefront of American citizen- 
ship: They love their God, their country, 
State and city, and their fellow men. But 
Philadelphians have allowed their good 
judgment to be loosened from its moor- 
ings. 
$10,000,000 Gone 


Ten million dollars were trans- 
ferred from the purses of thousands 
and thousands of Philadelphians into 
the grasping hands of the peddlers of 
questionable securities—many of them 
rank fakes, from January Ist, last, up 
to the first of this month. True, that’s 
an estimate. The loss, and that’s what, 
speaking generally, these especially at- 
tractive investments (?) amount to, may 
be conservative; but our figures are cer- 
tainly not exaggerated. In 1922, the loss 
reached ten millions dollars. In 1921, it 
was not quite so great. In 1920, some- 
thing less. Hence the disease is progress- 
ing. 

Ten million dollars is a lot of money. 
Let’s put it in figures. $10,000,000. Looks 
even worse, doesn’t it? And bear in 
mind, please, that that’s the loss for nine 
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who have taken up their nefarious busi- 
ness abode in the city of Brotherly Love 
—and it is our firm and sincere convic- 
tion that the stock slicksters reaping their 
harvest are as alien to Philadelphia as 
the howlings of the matutinal joy-riders 
to the songs of King Solomon—have been 
and still are reaching out like a gigantic 
octopus and with their arms are gather- 
ing in life-savings from unsuspecting 
folks in all parts of the country. 

How great the loss to communities 
nearby and hundreds of miles away from 
Philadelphia may be, we cannot even esti- 
mate. But it is known to be tremendous. 

Just because a firm has its office in 
Philadelphia or New York, Buffalo or 
Chicago, or some other large city, does 
not mean that the stock-jobbing scheme 
is any less of a gamble than the securi- 
ties of a firm located right in the heart 
of the oil fields or mining camps. Peo- 
ple have come to understand pretty well 
that there are a whole lot of dry wells 
down in Texas, Oklahoma, Arkansas. and 
other oil-producing sections, and that 
there are a lot of “flivvers” in the mining 


diversified industry. Stock 
promoters know it. The public generally 
knows it. And the stock promoters know 
that the public generally knows it. The: 
too, this fact offers a splendid sales argu 
ment. Hence we find a wide variety of 
schemes running the whole gamut of in- 
vestment possibilities from gum drops to 
motor cars. And the degree of uncer 
tainty is equally as varied. 

There are a couple of unattractive auto- 
mobile speculations working out of the 
city, right now. One of these is a re- 
loading scheme. Reaching out to New 
England and the Middle Atlantic States 
and the upper tier of the Southern States 
They are finding “easy marks” because 
Henry Ford has ridden to the highest 
crest of wealth carrying his financial eggs 
in the auto basket. We discussed the 
Victor Page Motor Corporation and 
Page’s new company, Utility Motors Cor- 
poration, in the last issue of THe Maca- 
ZINE OF WALL Street. In passing, we 
venture to ask the question why Page 
selected Philadelphia to make his latest 
drive for dollars to finance the production 
of his new air-cooled car which, by the 
way, has not been placed on the market? 
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A story about Philadelphia which is true of many other 
large cities—and small ones. Read it and see 
if it applies to Your Own Home Town. 








There are new automobile financing 
and real estate mortgage companies step- 
ping out almost every day; in fact they 
idding out so persistently and con- 
tly that it keeps investigating bu- 
reaus busy checking them up, and even 
then they miss a lot. Of course, these 
com anies always commence business by 
selling stock. And, of course, they don’t 
con’ne their stock-selling activities to 
Philadelphia, either. 

Philadelphia was the birthplace of the 
Uniied Auto Stores, Inc., which went up 
with a shock that reverberated through 
Penusylvania and was also felt in New 
Jersey. The Confederated Home Abat- 
toir: Corporation had its main office in 
that city, when it gave up the ghost a 
few weeks ago. Central Copper stock 
was selling like the proverbial hot-cakes 
the Pennsylvania State Department 
of Banking stepped in and decided it was 
tim. to check the sale of stock in Phila- 
delohia and elsewhere in the Keystone 


are 


sist 


unt 


usaders Film Company claimed the 
Quaker City as its native heath. But 
yo: don’t hear anything about it any 
more. Other motion-picture companies 
have, and still are, working out of the 
old town. 

Vhen R. L. Dollings Company and 
the bankruptcy courts started to 
straighten out a nasty tangle recently, 
it was found that the Philadelphia 
ofiice had a customers’.list of 12,000 
All the branch offices of the 
from Phila- 


names. 
East took their orders 
de phia. 

t's quite a jump from South 
America to Philadelphia, but it’s from 
the latter place the Tropical Products 
Company is operating. Several oil 
companies, whose stock is extremely 
hazardous, find it advisable to register 
from “Philly.” 

[he American Drug Stores, Inc., 
recently went to the wall, but not until 
it had sold considerable stock. The 
Federal Alloy Steel Corporation has 
a plant at Eddystone, Pa., and until 
rocently its office was in South Broad 
Street; but now it hangs its hat in 
\\ashington. 

A representative of the Farmers’ 
Ten Cent Milk Company went about 
Lancaster and the other agricultural 
counties of Pennsylvania. He was 
from Philadelphia, and that helped a 
lot when he talked about stock certifi- 
cates and the company buying the milk 
and other farm products. After much 
difficulty, the office was located in a San- 
som Street garage, but there was nobody 
on the job. No evidence of being high- 
toned, however. Chalk was good enough 
for the lettering on the door. 
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Just one more illustration: Real estate 
promoters having land in Jersey find it 
convenient to maintain their offices across 
the Delaware. As long as they sell their 
own land and their agents are registered 
Jersey can't interfere, and because Penn- 
sylvania has no Real Estate Commission 
the promoters are safe to chase around, 
gather in the “goats,” ferry them over to 
Jersey and unload the lots at prices way 
and beyond actual values. These pro- 
moters are the bane of the New Jersey 
Real Estate Commission’s life. Yet they 
just stay within the law. Hence, they're 
safe to ply their trade. 

On August Ist, last, the Pennsylvania 
Blue Sky Law became operative. It was 
not very many days later before some of 
the promoters of Philadelphia knew the 


A fascinating view of Philadelphia’s 

main thoroughfare. Judging by the 

activity of the scene, it is easy to 

see why financial sharpers and other 

highbinders should have chosen the 

City of Brotherly Love as a field for 
their operations 


jig was up. They were ordered to cease 
peddling in that State. They did. Some 
moved to Camden and other Jersey com- 
munities and to New York. Others 
turned to the mails for consolation. 
“Alright, but what’s to be done about 
it?” asks Mr. Philadelphia reader. “Are 


not other large cities innocently serving 
as hubs of financial fakes?” There are 
some. We shall discuss them in future 
issues. 


A Job of Considerable Proportions 


If a payroll clerk is “stuck up” in a 
Philadelphia side street and relieved of 
his satchel containing, say, $25,000, the 
police are called, the newspapers herald 
the robbery far and wide and everybody 
is on the qui vive. And yet, more than 
$25,000 has been going out of Philadel- 
phians’ pocketbooks into the grasping 
hands of stock slicksters every day this 
year, and how much more is rolling into 
the strong boxes in the offices of pro- 
moters within sight of the Penn statue 
from outside, Philadelphia, nobody under 
the stars of Heaven knows. 

There is a Blue Sky Law. But the 
State Department of Banking cannot 
clean up Philadelphia alone. It’s an Her- 
culean task. It requires the active co- 
operation of Philadelphians. This can best 

be accomplished by every single person 
investigating before investing. Check 
up on the salesman’s ‘story. Make 
certain it is as good as it sounds. 
Make certain the salesman carries a 
registration card issued by the State. 
If he hasn't, right then and there, 
for the sake of your city’s reputa- 
tion, notify the District Attorney's 
office or write to the Bureau of Se- 
curities, Pennsylvania State Depart- 
ment of Banking, Harrisburg, giving 
details. 


What to Do to Be Safe? 


Folks in other communities must 
exercise the same care if they don’t 
want to be victimized. If everybody 
approached by a salesman or solicited 
by mail will always first stop and 
ask the question: “Is this a safe 
place for my money?” and refuses 
to buy until intelligently advised, 
then, and only then will he or she be 
safe from the wiles of the stock 
slicksters. 

“But I don’t live in Philadelphia,” 
says Mr. Reader of Buffalo or New 
York or Boston, Cincinnati or Co- 
lumbus, Chicago or San Francisco 
or Los Angeles or many other large 
cities. All we say is, Philadelphia 
has not completely cornered the 

stock-promotion schemes of the universe. 
If you live in a town reasonably free 
you should be most appreciative of the 
fact. But, crooked promoters are the 
quintessence of connivery. Your town 
may be victimized without your know- 
ing it. 
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What's Wrong With the Bond Market? 


The Real Story of Bonds and What 
They Are Likely to Do in the Market 


HE present state of the bond market 

may be roughly described as un- 

satisfactory, although with a barely 
perceptible trend toward improvement. 
Bonds are being held by the issuing and 
distributing syndicates, and the market is 
not sufficiently “digesting” them, to use 
the language of the Street. Bond sales- 
men are playing golf, not voluntarily, but 
perforce. And all of this has occurred 
at a time when the country, although no 
longer on the crest of a prosperity wave, 
is nevertheless, in a placid way, fairly 
well-to-do. An active business situation 
and a stagnant bond market appear at 
first sight to be contradictory, for where 
there is business, there is money made, 
and where there is money, there is the 
source of all investments. This hasty 
viewpoint has never been the viewpoint 
of Wall Street. 

In fact, there is a greater unanimity 
among the bond houses, and the bond 
sellers, with reference to the reasons why 
bonds are not being “digested” than there 
was with reference to the reasons why 
the market so readily absorbed bonds in 
times of prosperity. The reasons are 
threefold, the actions of the government, 
the needs of business for working capital, 
and the interest rate. 


Effect of Government Financing 


The actions of the government always 
have a serious effect on the bond market. 
For many generations this was pooh- 
poohed by the experts, as it was held that 
“supply and demand” were the real causes 
of the fluctuations of the prices of bonds, 
and that the government could have no 
effect upon this foreordained situation. 
But a government that requires constant 
financing by short-term paper, is itself 
the biggest single factor on both the Sup- 
ply and the Demand side. Then again 
the government follows a policy of 
pegging the prices of its bonds, for a 
special reason, at certain times, and 
whether this is a wise or a foolish move, 
nevertheless it exists, and it undeniably 
affects the price of bonds. It is generally 
affirmed that Washington is no longer 
pegging the price of Liberty Bonds 
(Third 4%4%s) at 98.0025. This gives out- 
side factors of supply and demand a free 
rein, and as the object of government 
support was to maintain values, the re- 
moval of this support, of course, results 
in a lowering of values. 

Now the proportion of 
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trading in 


By WM. J. BLAKE 


Libertys to trading in bonds, as a whole, 
is tremendous, and consequently any ac- 
tion of Washington in this field has a 
profound effect on the market. Of 
course, when the other factors prove to 
be more powerful, Libertys are restored 
to their former quotations without gov- 
ernment support, which is admittedly a 
healthier situation. So that while the 
action of the government in removing its 
“peg” temporarily weakens the bond mar- 
ket, it must not be forgotten that it is 
after all an indication of the faith of the 


British Government, since its one use 
these bonds is to pay them into 
Treasury, naturally wants the cheapcs 
Libertys on the basis of present pr 
exclusively. Hence a special incentive 
concentrate on hammering of some 
special issue of Libertys. 

In addition to these more obvious g 
ernment interferences with the markct, 
there have been the perennial post-war in- 
cursions of the Treasury Department into 
the short-term money market, and the at- 
tractiveness of its tax-free offerings are 











What’s Wrong with the Bond Market? 
For over a year, bond prices have been declining. 


What Are the Prospects for Bondholders? Have they long 
to wait before bonds again commence to advance or is a 


change about to occur? 


For an unusually fresh and interesting description of what is 
going on in the bond market and what its prospects are, 
read this article, written by one of the few real students 


of the field. 








government in the fundamental conditions 
of the bond market. For unless they had 
this confidence they would continue to peg 
prices, and the removal of the support 
means that they have confidence that a 
healthy demand for bonds will naturally 
soon ensue, which will buttress the market. 

Not only the action of Washington, but 
also that of London, is significant in this 
regard. The recent settlement of the 
debt repayments caused the British Gov- 
ernment to become an active buyer of 
Liberty Bonds. The reason is, of course, 
that Libertys are accepted at par by our 
government, and it is important for the 
British Treasury to repay $1,000,000, say, 
with $980,000. The demand of the British 
Government for Libertys would in and of 
itself bea bullish factor, but, of course, 
it is therefore to their interest to manipu- 
late the market throughout the year, so 
as to carry out their vast repayment 
operations to the greatest advantage. 
Again, the British Government has a pe- 
culiar demand. Whereas we consider 
bonds cheap or dear, fundamentally on 
the question of what they yield, the 


the touchstone by which all similar com- 
mitments are judged. It may be held 
that this is constant, and hence that this 
cannot be a bearish factor, to which the 
answer is, that that which does not injure 
a healthy man, will kill a sick man. If 
the bond market is weak, it feels this 
factor as it does not when it is strong. 
This is therefore a secondary situation, 
but it certainly helps to aggravate mat- 
ters. 


Business As a Factor 


The more important considerations, 
however, have to do with the actual need 
of business. Profits have not been fan- 
tastically large this year and the net re- 
sult has been that business men have 
found that they have a surplus on hand 
which is not too large, but is just about 
comfortable enough to enable them to get 
their stocks for the anticipated autumn 
and winter business. Had the profits 
been larger, there would have been be- 
sides a surplus for investment in bonds 
Had the profits been small, but the busi- 
ness outlook poor, there would have been 
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an investment of whatever funds there 
were into seasoned investments rather than 
into increased mercantile stock. For the 
merchants would not yet have worked off 
their old stocks. Hence a period of 
moderate profits, followed by an anticipa- 
tion of somewhat hetter business, will 
always be the ideal market in which busi- 
ness can take care of its own current 
funds. But this is also a stabilizer and 
strenzthener of bond prices, as a long-run 
affair. For this means improved business 
generally, and improved business means 
improved business for the bond-issuing 
corporations. This means a larger margin 
of earnings back of the funds required 
for service on the bonds and hence a 
stiffening of bond prices. This considera- 
tion would go far to offset the obvious 
stiffening of rates for money, consequent 
upon a season of good business and hence 
of brisk demand for money. 

This last is undoubtedly taking place, 
thouzh not on a serious scale, Favored 
industrials are now borrowing at 5-5%4%, 
which is certainly not a high figure. 
Business activity has also had the effect, 
noticed throughout the bond houses, of 
many business men selling out invest- 
ments and obtaining liquid funds where- 
with to do more business. This means 
that this liquidation has now passed its 
prime, and that the anticipated profits 
will soon be re-invested in these same 
securities—but at a stiffer price. 


Switching from Stocks to Bonds 


The general decline in stocks has re- 
sulted also in a liquidation of every type 
of investment. Although there is no 
necessary relation between the rise and 
fall of stock and bond prices, nevertheless 
the popular mind classifies both as “se- 
curities” and assumes that symptoms of 
weakness in one, indicates a weakening of 
the other. The bond houses found that 
the same person who was getting out of 
stocks on the decline, also gave selling 
orders for his bonds. Also those who 
had lost money on stock speculations were 
in many cases “strapped” for liquid 
funds, and consequently were under the 
necessity of selling their bonds, whether 
or not they believed that bonds and stocks 
share the same weakness. 

Another and more serious reason for 
the present indigestion of bonds has un- 
deniably been the mistaken policy of some 
of the greatest underwriting houses in 
the Street in offering bonds at far too 
high a price. This was particularly the 
case with a long-lived syndicate on West 
Indian bonds, which, after dragging along 
for months, was finally dissolved, and the 
bonds which had been offered at par saw 
a market of 91-92. Such a spectacle can 
undermine the confidence*of investors to 
an unusual extent. 

The situation is inexcusable, as the one 
thing the Wall Street underwriting house 
is supposed to have a most sensitive 
knowledge of, is assuredly the correct 
market price at which to make an offer- 
ing. For once, however, the professional 
in the street made the same mistake as 
the amateur outside, that is, he over- 
stayed the market. The presence of the 
foregoing factors was not correctly appre- 
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hended, and the bond men in the street did 
not see that the basis of their once satis- 
factory market had been weakened, and 
that it was incumbent upon them to offer 
their bonds at a lower price, or at a higher 
yield, to speak more accurately. Hence 
they constantly threw upon the market 
far more than this market was prepared 
to take at the price, with the result of 
having the lists of all the distributing 
houses full up with undisposed-of bonds. 
In a certain sense such an evil corrects 
itself, as the smaller participants in syndi- 
cates, and above all the ultimate distribut- 
ing houses would naturally decline to take 
on more commitments, no matter how 
much they risked the displeasure of their 
more powerful friends. The net result 
has been that so long as the indigestion 
proceeded, the great underwriting houses 
have issued less and less, so that this 
summer has witnessed the “deadest” sum- 
mer for offerings within the memory of 
bond men. The accumulated holdings of 
bonds have in the meantime been slowly 
eased so that here, too, we find that the 
clogging of the bond market has passed 
its prime, and that more ease of move- 
ment is clearly discernible. 

But there is another situation, conse- 
quent upon the slow disposal of these 
bonds, which appears to have been much 
worse, but will end by making the Ameri- 
can bond market the most stable and re- 
sponsible in the world. 

Prior to the war there was a generally 
hap-hazard method of marketing securi- 
ties, and after the war, although some 
system was emerging, a new evil came 
forward. The clever bond salesman, 
whose clientele was personally loyal to 
him, and who had an enthusiastic group 
of friends, because of the good work he 
had done, began to wonder why he should 
receive merely a small commission, and 
why the bond house should receive the 
major profit. This was but one of the 
more common phases of the post-war 
situation in America, generally, Every 
employer knows of the inflated valuation 
placed on themsélves in that period by 
little men, who, because prices were rising, 
found themselves selling immense quanti- 


“everybody has learned a lesson. 


ties, and who ascribed to their own exer- 
tions the happy state of the market. They 
forgot that they had shown that they 
could make money when prices were ris- 
ing, but had yet to demonstrate that they 
could make money for the house when 
prices were falling. They also forgot 
that if the house took handsome profits 
in prosperity, it ate humble pie in times 
of adversity, and that all in all it made 
the fair average rate of profit. These 
younger bond salesmen, then organized a 
plethora of petty bond houses, who so 
long as fair weather lasted, did very 
nicely. But when the reversal of form 
came on, they found themselves loaded 
with bonds, and in plain words, holding 
the bag. They then began secretly to 
undersell the syndicate, and consequently 
disorganized still further an already dis- 
organized market. The punishment has 
been swift and sure, they have been 
stricken off the list of the larger under- 
writing houses, and they can do no further 
business, while the banks have struck 
them off the list of firms from whom they 
buy bonds for the account of clients. 

They are now out of the business and 
First 
they have learned that bonds are not so 
easily sold, and that the older houses de- 
serve respect. Then the older houses 
have learned to demand absolute responsi- 
bility in the smaller distributing house. 
Lastly the market has been stabilized, so 
far as this situation can assist stabiliza- 
tion. Superficially many bond buyers 
may think it an advantage to have the 
issuing houses doublecrossed when the 
price is apparently too high. But as a 
matter of fact, it tends to depreciate 
further all other bonds, when the market 
is so secretly attacked. This is the first 
time that the Street has had to face this 
and it will be the last. The increased 
responsibility of all bond houses is not 
too high a compensation for such a de- 
plorable happening. 

It must also be remembered that the 
security companies affiliated with the 
larger banks in New York, Chicago and © 
Boston, are selling directly to clients all 

(Please turn to page 1228) 
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The price trend of bonds is reflected inversely by the movement of the yields. 


Thus, when yields advance, as at present, bond values are declining. 
the yields decline, bond values increase. 


When 
Note the steady increase in yields 


since midsummer 1922. 
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BOND BUYERS’ GUIDE 


HIGH GRADE 


(For Income Only) fee. 
-' ble Bonds: rice 

Non-Calla sees 
Delaware & Hudson 7 
Great Northern Genl. 
New York Central Rfd. J os 
Western Union Telegraph Co 
New York Edison Co. 6s, 1 
Bush Terminal Buildings 5s, 196 

Callable Bonds: 
Armour & Co. of Del. Ist 5%, 1943.... 
Armour & Co. Real Estate 44s, 1939.... 
——— General Electric deb. 6s, 1942 

uesne Light Co. 1941....... 

delphia Company 1944. ..ccccccecess 

Short-Term Bonds: 
- & O., P. J. & M. 3% 

& O., Southwest Div. 
Seaboard’ & Roanoke Ist 5s, 1926 
Southern Pacific conv. 4s, 1929 
Union Pacific conv. 4s, 1927 
Dominion of Canada —- 5s, 1927 
Bell Telephone Company of Canada 5s, 1925 
Aluminum Company of mg 7s, 1925 
Central Leather Co. Ist 5s, 1925 
Columbia Gas & ++ Co. Ast 5s, 1927 
Fisher Body Corp. 6s, 1926 


MIDDLE GRADE 
(For Income and Profit) 


SSSSseesexss szsss 
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Railroads: 


Baltimore & Ohio, 4s, 1948 

Carolina, Clinchfield & Ohio Ist 5s, 1938 
Chesapeake & Ohio conv. 5s, 1946. 

Cuba R. Ist 5s, 1952 

Chicago & Eastern Ilhnois Gen, 5s, 1951.. 
Erie & iow. Ist 6s, 1955 

Kansas Cit Southern Rid. and Imp. 5s, 1950. 
Missouri, Ae Texas Prior Lien 5s, 1962. 
Minneapolis, = “<i & Sault Ste Marie She, —_. 
N. O. & N. Rfd. and Imp. 4%s, 1952. 

St. L. & S. Fr Prior Lien 4s, 1950 

Western Pacific Ist 5s, 1946 


Industrials: 


Anaconda Copper ‘-—y 

Bethlehem Steel Co. 5s, 

a Tabulating & art 6s, 1941 
Geosvess ‘Shire & Rubber So , 1941 

B. Goodrich Ist 6s, 

At Chocolate Co. 6s, ttt 

South Porto Rico lst Mtg. and Col 7s, 1941. 

Union Bag & Paper Co. 6s, 1942.. 

U. S. Rubber 6s, 1947 

Wilson & Co. Ist 6s, 1941........ 


Public Utilities: 
Amer. Water Works & Elect. —e - Col. .™ 1934. 
Dominion Power & Transmission Ist ana" 
Denver Gas & Elec. ae and Rfd. 5s, 1951 
Havana Elec. Ry. Light & Power 6s, 1954 
Manhattan Railway Cons. 4s, 1 
Pacific Gas & Elec. Genl. and Rfd. 5 
Public Service Corporation of N. J.. 5s, 
Utah Power & Light 5s, 1944 
United Fuel Gas és, 1936 
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SPECULATIVE 
(For Income and Profit) 
Railroads: 
Chicago Gooms Western Aw 4s, 1943 
Erie Genl Lien 4s, 1996 
Chicago, Milwaukee & St. Payl conv. 5s, 2014. 
lowa Central Ist Mtg 5s, 1938 
Missouri, Kansas & Texas Adj. Mtg. ‘Bs, 1967 
St. Louis & San Francisco Adj. Mtg. 6s, 1955 
Rock Island, Ark. & Louisiana ist 4%s, 1934 
Seaboard Air Line 4s, 1950 
Western Maryland Ist Mtg. 4s, 1952..... TTT TE 


Industrials: 


merican Writing Paper Co 6s, 1939... 
uba Cane Sugar 7s. 1930. ‘ 
Empire Gas & Fuel 7%s, Series “A” 1937. 
International Mercantile Marine 6s, 1941. 
Virginia-Carolina Chemical 7s, 1947 


Public Utilities: 


Chicago Railways Ist 5s, 1927. 

Federal Light Traction 7s, 1953..... pbentaeeeneGeons 
Interboro Rapid Transit 56s, 1966. 

Third Avenue wy | Rfd. 4s, 1960 

Virginia Railway & Power 5s, 2006. ce bepecesenses 


* teed by Dominion of Canada. t Callable in 1951. t Call- 
able a" Oe ee ee of times interest on the companies’ entire out- 
standing funded debt was earned, based on earnings during the last five years. Includes 
government payments during period of government operations of railroads. 

(a) Lowest denom., $1,000. b) Lowest denom., $500. (c) Lowest denom., $100. 

(dd) Average last two years. d) Lowest denom., $50. . 
last three years. f 1922. Average last four years. 
—— i Does not include interest on albcsmeens bonds. 


ee 


N22 @oSee 
Ssssssass 
late ot todetad 
Sz: seSsee 


p+ Go Co 


- 


opr $0 90 ms 
SSSR S8SSSS 




















BONDS 


Investment Bonds Steady—Specula- 
tive Issues Irregular 


HERE were few developments of 

interest in the bond market du: ing 

the past two weeks. High-grade 
issues showed a firmer tendency, and this 
encouraged new offerings which had heen 
held in abeyance. These consisted of 
issues which bankers felt would be well 
received without incurring the risk 
actually testing out the market. 

All United States Government | 
were higher, and the investment clas: 
railroad bonds showed fractional g 
Speculative rails were irregular. 

Eries held well, as did various Seal 
Air Line issues, which have been the « 
ter of speculative activities, due to 
good earning statements published 
these roads. St. Louis & San Franci:c 
adjustment and income bonds and Mis- 
souri, Kansas and Texas adjustment 
were lower. Missouri Pacific issues cor 
tinued to sag. Owing to the poor incom 
reports of that line, we have eliminate 
the first and refunding 6s as well as 
general 4s from the Bond Buyers’ Guide, 
as, under existing conditions, we fel 
there are better opportunities in other ci- 
rections and that they are not now ex- 
amples of the most favorable opportuni- 
ties in their respective classes. Holders 
of the 6s can sell them at around 90 and 
purchase the Erie and Jersey 6s at £8. 
These bonds are secured by a first mort- 
gage on 38 miles of a water level fast 
freight line, double-tracked throughout 
without stations, highway or farm cross- 
ings at grade, carrying practically the 
entire through freight traffic of the Erie 
system. The bonds sold last year at 98, 
and, in view of the excellent earnings of 
the Erie, as well as the great strategic 
value of this stretch of road, we consider 
them not only a more desirable holding 
than the Missouri Pacific 6s, but that 
holders of the latter at higher prices will 
have a better opportunity of recouping 
the loss sustained in that issue by switch- 
ing to the Erie and Jersey 6s. 


Tractions Higher 


In the public utility field, principal activ- 
ities centered in the sharp advance of the 
N. Y. City traction issues, especially the 
Interborough Rapid Transit 5s which 
gained 4 points following their previous 
exhibition of weakness. New York Rail- 
way refunding 4s were also marked up 
4 points, the speculation in the issue | 
ing in anticipation of the position of 
bondholders in the proposed reorganiz 
tion. On the other hand, Third Avenue 
4s met with profit-taking, and there wa 
liquidation in Public Service of New J« 
sey 5s which declined to a new low 
76%. Rapid Transit, when issued, 6s we: 
inactive and unchanged. 

In the industrial divisions, coppers we 
distinctly weak, Anaconda convertible 
declining to under 98. United States Rub- 
ber 5s lost 2 points, and Marland and 
Producers & Refiners “issues changed 
hands at substantial recessions. Sugars 
were firm, resisting the trend in the other 
divisions of the list. 
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Is Colorado & Southern’s 
Dividend Secure? 


An Analysis of the Position and Outlook of the Road 
—Status of Preferred and Common Stock Issues 


with its extension across Texas, 
known as the Fort Worth & Den- 
ver City Railway Co., is the only direct 
r between Denver and the Gulf. The 
so-called Colorado & Southern lines have 
their southern terminus at Fort Worth, 
but through a half interest in the Trinity 
& Brazos Valley Railway they possess 
an outlet to the Gulf. The system enjoys 
a virtual monopoly on the traffic moving 
between the points reached by its ines. 
Except on certain local business, it has no 
competitor. 
he company and its subsidiaries oper- 
ate 1,812 miles of main track, mostly lo- 
cated in Colorado and Texas, and form 
part of the Burlington system. The lat- 
ter owns $30,856,000 out of a total stock 
capitalization of $48,000,000. This inter- 
est was purchased in 1908. Purely from 
a financial standpoint it has not been a 
very lucrative investment, but it gives the 
H'll roads, which own the Burlington, a 
direct line from the northwest to the 
Gulf. 


1 HE Colorado & Southern Railway 


Territory and Traffic 


he district across which the Colorado 
& Southern lines run is not very produc- 


By JOSEPH M. GOLDSMITH 


increased materially during the last fif- 
teen years, and consequently the roads 
dependent upon this business have marked 
time. The negligible increase in traffic 
has permitted only a slight advance in 
the average train load. 

Rates have risen sufficiently to make 
possible a considerable increase in gross 
revenues. Fixed charges, on the other 
hand, have remained stationary. Not- 
withstanding the higher costs of opera- 
tion the balance available for interest 
charges has been higher in recent years 
than a decade or more ago. There is no 
reason to anticipate a rapid expansion in 
the volume of traffic handled, but on ac- 
count of its moderate funded debt the 
company is able to show a satisfactory 
margin of safety. 


Stock Issues 


The Colorado & Southern has three 
classes of stock. Some of its first pre- 
ferred, and the greater part of its second 
preferred, are owned by the Burlington. 
The latter also holds $23,667,000 common 
stock out of an aggregate of $31,000,000. 

The preferred stocks, each of which is 
outstanding to the amount of $8,500,000, 


are entitled in the order of their priority 
to 4% non-cumulative dividends. Since 
1917, they have received the maximum 
rate, but before that time payments espe- 
cially on the second preferred were irreg- 
ular. In 1921, a dividend of 3% was de- 
clared on the common stock which was 
the first since that of $1.00 in 1912. The 
same rate was maintained in 1922. 


Current Earnings 


The best showing that the Colorado & 
Southern has made in recent years was 
that of 1921, when it earned a balance of 
$12.75, applicable to each share of com- 
mon stock. The operating ratio was 
brought down to 73% compared to 82.7% 
in the preceding period. Expenditures for 
maintenance were low in proportion to 
gross revenues, so that the tremendous 
net income was to some extent fictitious. 

In 1922, gross revenues fell more than 
operating expenses, and consequently net 
income was less, amounting to $3.40 per 
share. Prolonged drought in Texas and 
New Mexico reduced the tonnage of agri- 
cultural products, and, by limiting the 
purchasing power of the population, cur- 
tailed the inward movement of miscella- 
neous freight. 








tive. There is some good ter- 
iiory in Colorado originating |] poisars 
tonnage consisting chiefly of PER SHARE 
ituminous coal and iron ore. 
serves the leading steel- 
ducing region of the West. 
1e Southern parts of the sys- 
n carry mainly agricultural 
ducts and livestock, and 
ently large quantities of 
On the whole its freight 
well diversified. 
The traffic is relatively light, 
and this explains the absence 
of competing roads. It has not 
increased during the last dec- 
ale. The length of haul has 
improved somewhat, and this 
ctor has kept up the traffic 
density, but the districts which 
serves have not been mak- 
ing much progress, if we are 
to take the volume of freight 
as an index. The output of 
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COLORADO & SOUTHERN 


“4 ' c_ > se _ - i Mm 
1923 Earnings Estimated 


For the first eight months 
of the present year, gross 
revenues were approximately 
the same as those for the simi- 
lar period of 1922. In view 
of rate reductions they repre- 
sent a larger traffic movement. 
Net operating income, how- 
ever, is much lower. Prac- 
tically the entire increase is 
attributable to the increased 
sums spent on maintenance, 
particularly of equipment. 
Transportation expenses have 
advanced very little, and the 
fact that greater liberality is 
being shown in keeping up the 
property makes the decline of 
net income less alarming. 

If we assume that the pe- 
riod ending August 31, has 


a produced the normal pro- 








(Please turn to page 1238) 








minerals in Colorado has not 
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The Unscrambling of Reading 


A Problem for the Stockholders—Earning Power Before and 
After Segregation—Mysterious Aspects of the Coal Properties 


instituted its famous suit to dissolve 

the so-called Reading Combination, 
for the purpose, first, of divorcing the 
Central Railroad of New Jersey from the 
Philadelphia & Reading Ry., and secondly, 
of terminating the control exercised by 
these carriers over their anthracite coal 
subsidiaries. As this article is written— 
almost exactly ten years later—the stock- 
holders of Reading Company are about 
to approve a segregation plan, which ap- 
parently marks the complete triumph of 
the Government’s long campaign. 

As is well known, the present Reading 
Co. is a holding company, owning all the 
stock of three main subsidiaries, which 
for convenience we shall term the Rail- 
way, the Coal, and the Iron properties. 
Under the readjustment plan, Reading Co. 
loses its Coal and its Iron interests, but 
retains the Rail- 
way line, with 


[i September 1913, the Government 


By BENJAMIN GRAHAM 


action at least until the time comes to 
subscribe to the Coal stock—probably 
soon after Jan. 1 next. For this very 
reason may not a special advantage be 
gained from an earlier survey of the situ- 
ation; so that if any course of action is 
thereby revealed as clearly expedient, it 
may be availed of before competition 
grows too keen. 

Apart from this special question of 
choice between the Coal and Railroad 
shares, a wider field of analysis is pre- 
sented by all the important Reading 
issues, at their new prices and under their 
new conditions. How safe and how at- 
tractive will be the Reading Railway 4%4s 
obtainable at 86, the Coal 5s at 93, the 
First and Second Preferred at about 32 
(ex-rights), the Railway Common at 56, 
and the Coal Shares at 50? (These 
prices for Reading Preferred and Com- 

mon, ex-rights, are 
obtained by sub- 





which it will be 
merged. The stock 
of the new Coal 
Company (which 
will also own 
Reading Iron) will 
be offered for sub- 
scription to present 
Reading preferred 
and common stock- 
holders, at $4 per 
share—one new 
share for two old. 
But to assure sep- 
arate ownership, 
stockholders must 
dispose of either 
their Railway or 
their Coal shares 
before July 1, 1926. 
Reading General 
4% bonds—now joint obligations of the 
holding company and its coal subsidiary— 
will be exchanged 34 for new Railway 
General 44%4s and % for new First 5s of 
the Coal Co. Various other inter-com- 
pany settlements are to be effected, which 
will bring a net inflow of $27,100,000 of 
cash assets into the Reading Co. treasury. 

The Jersey Central stock now owned 
by Reading is to be trusteed pending ulti- 
mate sale. (The Lehigh & Wilkesbarre 
Coal shares held by Jersey Central have 
already been sold.) 

Such, briefly summarized, are the pro- 
visions of the scheme designed to create 
four separate entities in place of a single 
interest. The subscription rights consti- 
tute a welcome bonus for every Reading 
stockholder, but they also present a def- 
inite problem. He cannot retain his in- 
terest in both the railroad and the coal 
properties; he must cast his lot finally 
with one enterprise or the other. As 
procrastination is our favorite weakness, 
the natural tendency will be to defer all 
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tracting from their 
present quotations 
of 55 and 79 re- 
spectively the value 
of the subscription 
rights, currently 
selling on the N. 
Y. Curb at 23.) 
To answer all 
these questions we 
must first examine 
some of the fi- 
nancial details of 
the segregation, 
and then refer to 
the available data 
bearing upon earn- 
ing power and 
asset values. 

Let us wrestle 
first with the prob- 
lem of the present stockholder. Which 
should he retain—the Railway stock at its 
present price of 56 (ex-rights) or the new 
Coal shares at 50? Various answers to this 
question are available. In Wall Street, 
the “Insiders” are generally understood 
to favor the Coal shares—which are sup- 
posed to possess remarkable possibilities. 
Before the recent five point advance in 
Reading Common, expert tapereaders were 
wont to declare that this issue has been 
reflecting distribution, while the rights to 
the Coal stock were being accumulated. 
These statements the writer sets forth 
without prejudice and without responsibil- 
ity—the reader must take them for what 
they are worth. 

A second source of appraisal is pro- 
vided by the evidence submitted to the 
U. S. Court on January 30 last, regarding 
the proper division of liability for the 
present Reading General 4% bonds, as 
between the Railway and the Coal com- 
panies. The question there considered 
was fundamentally the same as is before 





us now—namely, the relative value of the 
two properties. The Reading officials 
recommended that the Coal company as- 
sume one-third and the Railway company 
two-thirds of the total liability, support- 
ing the proposal by sworn affidavits to 
the effect that the assets behind the new 
bonds would be worth not less than 
$100,000,000 and $200,000,000 respectively ; 
and also that the earnings available for 
interest should average at least $6,000,0.0 
and $12,000,000 respectively. 


From Viewpoint of Relative Values 


While the artful phrase “not less than” 
in these affidavits allows the imagination 
to conjure up visions of enormously 
greater values, the testimony specifically 
asserts that in the opinion of the president 
of each company the Railroad properties 
to be subject to the new mortgage are 
worth about twice those of the Coal com- 
pany. Hence the figures deserve serious 
consideration from the standpoint at least 
of relative values. 

In Table I, is worked out the esti 
mated value of the Railway and the Coa 
Common stocks, using the above esti- 
mates as a basis and allowing for the 
non-mortgaged assets, not considered in 
this testimony. These estimates are sub- 
ject to the limitations inherent in al! 
property appraisals. It is interesting to 
note, nevertheless, that there is indicated 
an asset value of $103 per share for the 
Railway Common and only $59 per share 
for the Coal stock—in the former case 
47 points and in the latter case only 9 
points above their present quotation. 

As far as this evidence is concerned, 
therefore, the Railway shares appear by 
far the cheaper. The reader may very 
properly remark that he would be more 
impressed by a comparison of the earning 
power of the two issues, as indicated by 
these affidavits. But definite as appear these 
estimated profits of $6,000,000 and $12,- 
000,000 respectively, on examination they 
are found to be fatally ambiguous, because 
one cannot tell whether or not they allow 
for numerous items, such as income from 
unpledged property, depletion, income 
taxes, and sundry other deductions. Nor 
indeed should it be necessary to rely for 
our conception of the earning power of 
the Railway properties on any such vague 
estimate, made even by the President of 
Reading Company, when we have such 
a wealth of past and current specific data 
to draw upon. More than a hint of mys- 
tery, it is true, attaches to the figures of 
the Coal company—but of this more will 
be said later. 

How will the earnings of Reading 
Common be affected by the loss of the 
coal and iron subsidiaries? Is it likely 
that the $4 dividend can be maintained 
after the rights are received and the stock 
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is marked down to 56? For a complete 
and rather startling answer to these ques- 
tions the reader is referred to Table II, 
which seeks to summarize and interpret 
the rather complicated provisions of the 
Segregation Plan. 

ciled down to their very essence, these 
res show that in the past 11% years 
ctual earnings available for Reading 
non have averaged just over $10 per 

, including all the profits of its three 
main subsidiaries, As a result of the 
segregation, Reading loses the earnings 
of the Coal and the Iron companies, aver- 

ing together $2.83 per share; but this 

s is offset to the extent of $1.64 by 

1come value of the cash received and 
of the bonded debt transferred as part of 

readjustment. Hence the net reduc- 

of the average earnings would 
amount to only $1.19 per share, which 
would still leave a balance of $8.86, or 
wel! over twice the $4 dividend rate. 

This is manifestly a reassuring ex- 
hibit, and indicates that the estab- 
lished dividend should be maintained 
without the slightest difficulty. Curi- 
ously enough, moreover, as far as the 
income of Reading company alone is 
concerned, the segregation plan actu- 
ally INCREASES the average earning 
available for the Common stock. In 
other words, Reading company proper 
would have shown a larger dividend 
balance on the new basis—minus the 
coal and iron properties—than on the 
old basis, with the income of these 
companies included. 

Substantial as is the past earning 
power as revealed by our analysis, it is 
far outshone by the phenomenal current 
profits reported this year. Table III 
presents the income accout of the Rail- 
way company for the year ending August 
31, 1923, adjusting the fixed charges to 
reflect the segregation details. The 
balance available for the common stock 
exceeds $17 per share, or more than 30% 
on its market price, ex-rights. 

Almost equal significance should be at- 
tached to the very low fixed charges of 
the Railway company, on its new basis. 
The net deductions amount to only 4% 
of the gross business, indicating an un- 
usually strong and conservative capitaliza- 
tion structure. It should be pointed out 
that a good part of the interest and rental 
payments previously reported by the Rail- 
way company has been received by the 
holding company as owner of equipment 
and various securities. Upon the con- 
solidation of the Reading company with 
its railway subsidiary, these inter-com- 
pany items will be eliminated. 
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What Will the Coal Company Earn? 


When we turn to an examination of 
the Coal company’s position we find a 
sharp conflict between available facts and 
prevalent opinions, the figures being just 
as bearish as the tips are bullish. If 
reference is made to our second table, it 
will be seen that the combined annual 
earnings from 1912-1922, as reported by 
the coal and the iron companies, have 
averaged less than $4,000,000. After de- 
ducting $1,550,000 for interest charges on 
the new 5% bonds, the balance would 
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have been equivalent to only $1.75 per 
share. Prior to the war boom the profits 
of the Coal company averaged only about 
$1,000,000 per annum, and those of the 
Iron company about $750,000. True to 
the history of the trade, the latter’s profits 
rose to large proportions between 1916 
and 1919, followed by two years of defi- 
cits and one of nominal earnings. The 
doubling of anthracite prices has been a 
boon to the Coal company, enabling it to 
quadruple its profits without increasing 
its production. From 1917 to 1921 in- 
come averaged about $4,400,000, but in 
1922 the strike resulted in a small deficit. 


As stated above, the president of the 
Coal company has estimated future earn- 


ings available for bond interests at not 
less than $6,000,000. While this figure 
is given as a minimum, the past record 
would scarcely warrant a higher esti- 
mate. Deducting therefrom $1,550,000 
for interest and $750,000 for depletion, 
there remains a balance of $3,700,000 for 
the 1,400,000 shares of stock, or about 
$2.65 per share (possibly subject to in- 
come tax). 

There is a widespread tendency to 
wave all the above considerations aside 
as misleading or immaterial. Great 
stress is laid on Reading Coal’s enormous 
holdings of unmined anthracite and on its 
powerful position in a powerful industry. 

(Please turn to page 1245) 








Value of assets to be applitable to new mortg 


Other obligations .... 
Preferred stock 


Balance for common 
Per share 


a) Gain through segregation. 
To be received by Reading Co. 


Annual reduction in bond interest 


Loss through segregation. 


Summary. 
Net gain in apparent average ecarnin; 
Net loss in actual average earnings t 
Net loss in book value of assets t 


ape | segre, —" 
et change through segrega- 
i +1,152,000 


$8,202,000 


*Deductions, less other income 
Preferred dividends 








Table I 
ASSET VALUE OF READING (RAILWAY) COMMON AND 
READING COAL STOCK 
(as of November 30, 1922) 
Based on Estimates Submitted to the U. S. Court 


Add value of other assets (as per pana oy = 


General mortgage bends. $63 


Table II 
Effect of Segregation on Earning Power of Reading Common 


Cash 
Received 


Annual income value of new cash at 5% 


Total increase in income through segregation 


Value of Assets Sur- 

rendered (as earned by Co. in 

Reading Co. 

$74,875,000 

1,000,000 

$75,875,000 

* Excluding $3,000,000 received Dec. $1, 1922, in anticipation of segregation. 
through segregation 


ough segregation 
ough segregation 


d) Income available for Reading Common before and after segregation. 
Average 1912-1922 


As Reported by 
Holding Company Per Share 


Table III 


Income Account of New Reading (Railway) Co. 
Year Ended August 31, 1923. 


* Combined 1922 figures of Reading Co. and Phila. & Reading Ry. 
Co., adjusted to reflect results of segregation. 


Railway Co. Coal Co. 
$200,000,000 $100,000,000 
; rt 118,000 13,700,000 


$348,118,000 $113,700,000 


ibits) 


$1,500,000 
$82, 500, 200 


Bonded Debt 
Transferred Total 
$44,600,000 


14,000,000 


$58,600,000 
$1,350,000 
950,000 


-——Annual Average 1912-1922—., 
Received by Reading Earnings Ap- 
ividends plicable to 
and Interest Reading Com. 
$2,695,000 
1,270,000 


$3,965,000 


$273,000 
*875,000 
$1,148,000 


$1,152,000 
1,665,000 
17,215, 000 


Consolidated Basis (Including 
Undisturbed Earnings of Sub- 
sidiaries) 


Per Share 
$14,067,000 $10.05 
— 1,665,000 —1.19 

$1,240,000 


$5.04 
+.85 


$5.89 $8.86 


$105,003,000 




















Money, Credit and Busine 


Business on Down Grade 


Increasing Signs of a Let-Down in Busi- 
ness—Production and Demand Lower 


HE fact that the 
T volume of busi- 
ness will prob- 
ably continue during 
the autumn upon a 
basis not materially 
different from _ that 
heretofore established; and that readjust- 
ments are likely to be necessary in sundry 
important branches has been fairly clearly 
demonstrated during the past week or 
two, and is now more widely accepted 
than heretofore. It was already evident 
that readjustment was in progress in the 
steel industry; and of late the necessity 
of similar readjustments in textiles, par- 
ticularly in cotton, has made itself appar- 
ent. On the other hand, there is a reluc- 
tance on the part of consumers to pur- 
chase coal (anthracite) at prevailing 
rates, and in a number of manufactured 
lines indications have made themselves 
evident of a somewhat similar indisposi- 
tion to “go ahead.” Taken all in all, it 
may fairly be said that the latest phase 
of the business situation is a readjust- 
ment phase, with production not greatly 
altered but with modifications in the re- 
lationship between production and con- 
sumption that are evidently of consider- 
able importance. 


Steel Trade As an Example 


A further falling off of unfilled orders 
of the U. S. Steel Corporation has been 
revealed by the September statistics of 
the concern, and, although this decline 
amounts only to 378,000 tons, it is enough 
to show the fairly steady continuation of 
the recession already observed in past 
months. Ingot production was also off 
during September, the decline amounting 
to about 3% for the month, total produc- 
tion being 3,313,000 tons. This continues 
the tendencies noted in August and very 
similar conditions are to be observed in 
other branches of the steel and iron trade. 

The obvious tendency of prices is to- 
ward rather weaker conditions in all steel 
and iron products, although the various 
groups differ somewhat in responsiveness 
to current conditions. This distinctly 
downward trend all through the iron and 
steel trade is reflected in the accompany- 
ing diagrams which show a falling off 
both of production and of unfilled orders. 
These declines are doubtless due to the 
continued depression of the oil trade, the 
seasonal slackening of automobile manu- 
facture and the relative (although also 
partly seasonal) slowing up of new build- 
ing. The entire group of factors taken 
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together has caused decided recession in 
the activity of steel and iron and reflect 
a falling off which is partly the result 
of temporary conditions but partly the 
outcome of general shrinkage of business 
activity in basic lines. Similar prospects 
are to be noted in other fundamental in- 
dustries the cause being apparently de- 
cline in foreign demand and indisposition 
of domestic buyers to purchase at pres- 
ent levels of values. 


Question of Prices 


The situation undoubtedly calls into 
the foreground the question of prices. 
Comparative stability has existed during 
the past month, most indexes showing a 
slight upward movement just about off- 
setting the downward movement of the 
month before. Price statisticians, in re- 
viewing the movements of values for the 
past few months, refer to them as a pe- 
riod of relative stability, declines being 
practically offset by advances and vice 
versa. 

On the whole, the price outlook shows 
no decided alteration, but the prospect is 
with the usual minor ups and downs for 
a continued condition of fair stability 
around present average levels for the rest 
of the year. The accompanying diagram 
reflecting Bradstreet’s figures, indicates 
the slightly stronger movement of whole- 
sale values just referred to. Comparative 
price figures for the United States and 
Great Britain depicted in another graph 
suggest that the upward movement here 
is largely local, a fact which would seem 
to show that it need not be regarded as 
a permanent element in the general price 
adjustment problem. Business as a whole 
may apparently count very confidently 
upon stability of price conditions, a fact 
which, however, helps in a way to con- 
firm the tendency toward hand-to-mouth 
buying, that being a safe enough situa- 
tion while production is only on a mod- 
erate level and prices indicative of no 
great change. So far as this goes it tends 
rather to slow down business activity for 
the reason just suggested. 


Fluctuation of Exports 


Improvement in our export balance 
is revealed by trade statistics which show 
for September a surplus exportation of 
fully 126 millions. There is much rea- 
son to believe, however, that the down- 
ward trade movement is in danger of con- 
tinuing, due to the lack of activity abroad, 
the slowness of recovery in the devastated 
countries, and the recurrence of unfavor- 


able political conditions, Our trade is on 
a fairly satisfactory level when total vol- 
ume of exports and imports is taken into 
account, but the so-called “favorable bal- 
ance,” on which we have long counted, is 
no longer trustworthy. Fo rthe first eight 
months of the year our net balance is 
only $35,000,000. 

Of course, the effect of this condition 
is to eliminate the basis of expectations 
long entertained by many that there would 
be a growing call in Europe for Ameri- 
can products of all kinds. High prices 
for cotton are tending to reduce the de- 
mand for that staple, while in manufac- 
tured goods the lack of consuming ability 
naturally limits purchases. Our trade with 
some South and Central American coun- 
tries has tended to improve, but this of 
course does not nearly offset the shrink 
age in European business. For reasons 
often stated, a revival of our export trad 
would undoubtedly be highly beneficial t 
domestic business by adding the small ele- 
ment of demand which would suffice to 
take off output that might otherwise be 
surplus production. The diagram in which 
trade returns are charted according to 
the balance of exports over imports or 
vice versa herewith given, shows this 
curiously reactionary position of our in 
ternational relationships. 


Financing More Expensive 


The progress of the autumn season has 
naturally brought the cost of financing up 
to a slightly higher level, due to the with- 
drawal of available liquid funds from the 
markets in which they had previously been 
offered. Such advance toward the peak 
of demand is naturally accompanied by a 
hardening of rates both for call and time 
funds which is reflected in the accom- 
panying diagrams, although it is apparent 
from them that the change has been of a 
very moderate description and is not one 
that need be taken as indicative of any 
extensive modification in condition. In 
fact, the relative independence of the 
larger busines units from banking aid, and 
the fact that there has been no abnormal! 
expansion of operations that could re- 
quire unusual banking advances, neces- 
sarily limits the upward tendency of 
money. The slight hardening has, how- 
ever, been sufficient to keep bonds from 
rising even when there was warrant for 
higher values on general industria! 
grounds, and has at times gone far enough 
to cause slight tendencies to recession. 

Rates on current new offerings of se- 
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How Much Income Can You Afford? 


An Apparently Foolish Question that 
May Be Found Highly Sensible 


By RALPH RUSHMORE 





THE LESS FULLY THE MAY 





you were kind enough to call 
me an investment expert. (It 
might require a considerable 
stretch of the imagination, but 
try it, just for the purpose of 
the argument.) 
Suppose you said to me: “Look 
here: I’ve got thirteen thousand 


GS vou were friend reader, that 


THIS ARTICLE— 


Which, by the way, has the virtue of pre- 
senting a very ancient truth in a new and 
novel way, takes no account of income-tax 
features in its recommendations. 


OF SMALL MEANS CAN A?- 
FORD TO ACCEPT THAT I) - 
COME!” 

Let us see how this thec 
works out in practice. Let ; 
select two investment bonds 
bonds that we know to be of tl 
gilt-edged order; let us select tw 





four hundred and sixty-five dol- 


middle-grade bonds—bonds th 





lars. It’s all the money I 

have in the world, but it’s invested at 
an average return of eleven fifty-three 
per cent, and it brings me in an income 
of fifteen hundred and fifty-two dollars 
and fifty-two cents per annum. Guess 
I’m pretty well fixed, hey?” 

Then Suppose I said: “Not necessarily. 
In fact, not probably! The chances are 
about two to one that, instead of being 
pretty well fixed, you're actually pretty 
badly fixed!” 

Then suppose you took my words to 
heart—that your jaw sagged, a blank look 
came into your keen, intelligent eyes, and 
you demanded: “What the deuce do you 
mean?” 

And that I thereupon replied: “I mean 
you’re getting more income than you can 
afford. It’s more investment income than 
one in your circumstances should accept.” 

You'd give up any confidence you had 
been led to place in me, wouldn’t you? 
In fact, you’d be tempted to call in a 
Health Inspector, or whomever one does 
call in when people’s sanity is in doubt, 
and have me examined. “More income 
than I can afford!” The absurdity of it! 








Table A—How Three Bond Groups 
Compare Yield 


GILT-EDGED: to Maturity 
New York Central refdg. & 
impvt. 5s, 2013 
Dominion of Canada int. 5%s, 


Average 
MEDIUM GRADE: 
Amer, Water Works & Elec. 
col 5s, 1934 
Anaconda Copper Ist 6s, 1953.. 


SPECULATIVE: 
Chicago Great Western Ist 4s, 
1943 








Why, how could a man ever have more 
money coming in than he could afford? 
It’s just the other way ’round! 

In this event, I’d have to wait until 
you’d gotten over the original shock. I’d 
have to wait till you were through ex- 
pressing your conclusions as to my qualifi- 
cations as an “investment expert.” But, 
an opening would eventually come, and 
when it had come I'd explain myself 
thusly : 

“Security income, from a given security 
group, is large or small according to two 
factors: 

“If the group, as a group, leans further 
toward the speculative than it does toward 
the investment side, the income will be 
comparatively large. If it leans further 
toward the pure gamble-side, then the in- 
come will be larger than ever. 

“Security income, from a given group, 
will also be large or small according to 
investment conditions and the investment 
outlook at the time of speaking. If con- 
ditions, or the outlook, or both, are poor, 
the income will be comparatively large; 
if thcy, or one of them is excellent, the 
income will be comparatively small. 

“Now, it is rather generally agreed that 
the less money a man has, the less risk 
he is justified in taking with it. Ex- 
perience—some of it very bitter—has es- 
tablished this truth. One hundred dollars 
may keep a.man from the poorhouse; 
five hundred dollars has paid off many a 
mortgage, or redeemed many a note, in 
the nick of time; one thousand dollars 
will finance a major operation which can- 
not be postponed. The smaller your capi- 
tal, the less warrant for jeopardizing 
same! 

“Ergo, these premises having been 
granted, we reach this conclusion: The 
larger the percentage of income from a 
given security group, the less right the 
man of small means has of buying into 
that group. Or, to put it differently, 
THE LARGER THE SECURITY-IN- 
COME FROM A GIVEN GROUP, 


are not quite gilt-edged, but whic 
rank, nevertheless, pretty high; let u 
finally, pick out two other bonds of 
highly speculative character. 

With the bonds chosen, let us see ho 
they compare from the standpoint of i: 
come-yield. (See Table A.) 

Our example shows that the Gilt-Edge 
bonds yield 1.37% less than those of Me 
dium Grade, and all of 6.55% less tha 
those in the Speculative group; while th 
Speculative group pays 5.18% more than 
the Middle Grade group. 

Now, were a man or woman whose 
total capital amounted to $5,000 to take 
these three bond groups into consideration, 
what would he find? That the Specu- 
lative group offered an apparent oppor- 
tunity for him to net over $592 a year, 
up to maturity; the Middle Grade group 
would offer him only $333 a year; and 
the Gilt-Edged group only $265. In other 
words, the Gilt-Edged group would offer 
him less than half the income from the 
Speculative grour. 

The same is true of stocks. A com- 
parison between three groups, chosen 
from the High Grade, Middle Grade and 
Speculative groups, is offered in Table B. 








Table B—How Three Stock Groups 


Compare 
HIGH GRADE: 


Offered 
Yield 


American Telephone & Tele- 
graph 
Union Pacific 
Average 
MIDDLE GRADE: » 
North, American Co 
Packard Motor 


Average 
SPECULATIVE: 
Lee Rubber & Tire 
Moon Motor 
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which, under conditions quite a little this 
Table I side of the extreme, might end altogether. 


REPRESENTATIVE SECURITY LISTS As said above, the man of comparatively 
The following table is composed of five security lists. These lists, in each — . hie wh a —_ to have every 
case, are offered as representative of varying degrees of safety. The first list, Cone CC BS COPER! WHER casy reach at 
marked No. 1, is the highest type in point of safety; the second, No. 2, is the all times, and who positively ‘would be 
next highest, and so on down. crippled were his investment income to 
The average Income Yield offered by each list (on the basis of the latest cease, cannot afford to take chances of 
market price in the case of securities), is shown separately: this sort. 
Actual It is only the big fellow who can ‘go 


No — = ee that far; and even he needs to watch his 


Savings Bank $100 4% income | step, carefully. 





B. & L. Association 100 5 Income Let us assume—in the hope that it will 
U. S. Treasury Certificate 100 4 Yield not be deemed presumptuous to do so— 
m— that we have satisfactorily demonstrated 

Average $100 the truthfulness of our first point, ie., 
No. 2— that there are certain income-yields which 
U. S. Steel sinking fund 5s, 1963.... — Income | persons in certain circumstances cannot 


Delaware & Hudson 7s, 1930 Income : 
New York Edison 63s, 1941....... 109 Yield ae a Ak Sages gree 


Average $106 The important problem remaining is 
i. this: How can a man, in given financial 
Rinten Pasife comaece $129 Average circumstances, determine what income he 
U. S. Steel common 87 Income is justified in seeking? How, in other 
Amer. Telephone & Tel. com 123 . Yield words, should a man of straitened circum- 
— stances, under present conditions, pro- 
. F sigaaaas $113 . ceed? How should the man of compara- 
0. i s i ? 
Studebaker Corp’n common $95 Average aye Cy ee ee Ae 
Baltimore & Ohio common 56 Income : 


Mien’ Caeser commen 24 Yield There is only one way to solve this 


Pn problem. That is, (1) to compile repre- 
$58 sentative security lists, enjoying different 
degrees of safety, and (2) to compile 
Famous Players-Lasky common.... $70 . Average representative investor lists, showing what 
Stewart-Warner Speedometer com.. 81 . Income 11.10% percentage, of each of the various security 
Northern Pacific R. R. com 55 . Yield lists, investors in representative classes 

——- are warranted in buying. By working 

Average (Please turn to page 1246) 























in other words, the High Grade group 


lds 3.53% less than the Middle Grade Table II 

up and 848% less than the Specu- REPRESENTATIVE INVESTOR LISTS 
ative group; while the Middle Grade The following tables serve to classify five different types of investors, 
roup offers 4.95% less than the Specu- varying from those in straitened circumstances to those whose financial position 
ative group. is strong. 

It must, manifestly, be a great tempta- It also shows (1) what percentage of each of the Security Lists classified in 


a I persons occupying a given investor list are warranted in purchasing; 
: , also what that percentage would mean, on the basis of $5,000 capital, in respect 
: a on on gedhcarnngycs A rw = of (1) actual capital investment, (2) actual income return, and (3) percentage 
: income return. 
estment commitments to the high-yield- aeatien t Should I A , In This See Which Would Eauivalent 
ing groups. Three hundred dollars to the These a ” This "Proportion to This» curity List Bring This - to, This 
y i ; . inancl ( tua centage 
g 9 a = —. ha the nna i Canital” edt'n sActesl, ercentag 
Ie ee tse it if THREE HUN Straitened % $217.00 4.33% 
the vast majority—i - oe 4 
RED DOLLARS. When discriminat- Fair to Middling 30% a4 = =r 
ing in favor of a Gilt-Edged group, as in 20% 71.00 7.08 
the example shown, means sacrificing 
three hundred dollars, the little fellow $266.00 Average 5.31% 
must be strongly tempted to go the other 30% $65.00 4.33% 
a age and give the speculative Comfortable tl 50% 145.00 5.78 
roup his choice. 20% 71.00 7.08 
It is only when the intending investor eens amie 
nvestigates, thoroughly and impartially, $281.00 Average 5.70% 
he type of security he would be receiv- 20% ; $43.00 4.33% 
ng, were he to favor the speculative 30% 87.00 5.78 
sroup, that the reasons why he cannot 40% , 142.00 7.08 
‘afford” -the larger income become ap- 10% 49.00 9.76 


— $321.00 Average 6.40% 
Investigation would reveal that, as a 10% $22.00 re 
iolder of the Speculative group—the one 20% oe a 
vaying that great, big income—the buyer - , : . 
vould be assuming a double jeopardy of 20% j 71.00 7.08 
1 very extended order: He would be in 20% 98.00 9.76 
eopardy, in respect of his principal, 20% , 111.00 11.10 
whi ld, when so invested, be liable : ; a 
anges a » Sa fluctuations; he would * On basis of $5,000 capital. $360.00 Average 7.17% 
be in jeopardy in respect of his income, 
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How Five Staff-Writers Answered the Question— 


Which Low-Priced Non-Dividend 
Paying Industrials Would 
You Buy Today? 


Who Should Buy This Type of Stock? 
—What Possibilities Do They Hold? 





EVERAL months ago, 


sition of financial strength), 





members of the Staff 

of THE MAGAZINE OF 
WALL STREET were re- 
quested by the editor to 
name the stock which they 
favored above all others 
and to give the reasons for 
their selections. The con- 
clusions reached were un- 
usually interesting and 
valuable and were incor- 
porated into one article 


Company 
Butterick 
Gray & Davis 
Montgomery Ward .... 
Savage Arms 
Willys-Overland 


THE SELECTIONS 


Stock 


Common 18 


* Prices quoted are those prevailing at time of writing. 
Any subsequent change should be taken into consideration. 


then there is no reason 
why he should not place a 
small part of his funds i; 
this type of issue, provided 
he is willing to hold for 
considerable period in t! 
hope of the eventual build 
ing up of his principal in 
vestment. The stocks 
named in the following 
have been selected for this 
particular viewpoint. 


Recent* Earned on 

Price Mkt. Price 
33% 

8 25% 
20 8% 
28 16% 

6 50% 





entitled “What Stocks 


The individual analyses 





Would You Buy Today?” 

This appeared in the August 4 issue. In the brief 
period since date of publication, the judgment of the 
individual writers seems to have been amply vindi- 
cated as every one of the stocks selected, despite a 
most unprepossessing general market environment, 
held well and in fact are now quoted at somewhat 
higher levels than the prices at which they were orig- 
inally recommended. 

In view of the success of this former article, it was 
decided to publish another along somewhat similar lines 
but limited to the field of non-dividend paying low- 
priced industrial issues. No other restrictions were im- 
posed on the writers and the results herein represent 
their own convictions on the selected securities. 


Are Non-Dividend-Paying Stocks Suitable for Small 
Investors? 


Before presenting the results of these investigations, 
however, it would be worth while prefacing the re- 
marks with a little homily about the principles of invest- 
ment. To start with, no one should buy a security 
which does not pay dividends or interest unless he is 
financially able to do without this return on his invest- 
ment. Before the investor places himself in a position 
to assume the risk involved in the purchase of such an 
uncertain type of security as the non-dividend-paying 
issue, he should have fortified himself with a good list 
of sound investments. He should have a backlog in 
insurance and a sizeable account at the bank. When 
he has reached that point he may justifiably look about 
for means of enhancing his principal through whatever 
profit opportunities are available in the investment field. 
BUT NOT UNTIL THEN! 

For that reason, the securities recommended in this 
article may be taken to apply only to those in a finan- 
cial position sufficiently sound to warrant the taking of 
the extra risk which goes with speculative non-dividend- 
paying stocks. If, however, he has reached such a po- 


1190 


“9 are presented herewith b 
no significance should be attached to the order in whi: 
they appear. 


<i 





Montgomery, Ward & Co. 


Common Stock Gradually 
Approaching Dividend Status 


By M. L. G. 


ONTGOMERY, WARD & COMPANY has 
‘Y# shown a remarkable recovery of earning pow: 
since 1921. Of course, better business conditions have 
something to do with rejuvenation of the company 
following its disastrous post-war experience. At thie 
same time, the greater cause of the improved showing 
has been due to the capable management which was 
installed following the attempts of those who secured 
control in 1919, to exploit the stock rather than devote 
their energies to building up the company. 

The showing made deserves attention. Earnings du: 
ing the years 1916-1919, ranged between $4.1 and $4.5 
million. In 1920, the present company was organized 
and deficits of $9.5 and $9.1 millions, respectively were 
returned for 1920 and 1921. The company’s capita! 
became so impaired that a re-vamping of stock capital! 
zation became necessary. With this heritage a new mai 
agement was installed in the latter part of 1921, and 
commenced to show what efficient and aggressive bus: 
ness methods could do. Bank loans, which at the end 
of 1920, stood at $10 million, were reduced to approx: 
mately $3 million at the close of 1921, and entirely wipe 
out in 1922. Sales last year totalled approximate! 
$80.7 million and net operating income jumped to $4.5 
million, or up to the war standard, in one year. Th 
inventory account stood at $18.7 million as compare 
with over $30 million at the beginning of 1921. So far 
this year, sales have been around 50% greater than ii 
1922. Assuming the same margin of profit is secured 
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this year as in 1922, net should be between $7 and $7.5 
milion. 

l-ven considering the greatly improved business con- 
ditions, a management able to bring about such a com- 
plete reversal of the situation in the affairs of the com- 
pary in such a short time is deserving of the confidence 
of its stockholders. With ample working capital, that 
item standing at over $18 million at the close of 1922, 
and outlook for continued successful operation, common 
stockholders are warranted in anticipating dividend re- 
turns on their holdings either in 1924 or early in 1925. 
Of course, there is a large amount of prior obligations 
to liquidate. There is outstanding $4.25 million 7% 
cumulative preferred stock, arrears on whch were 
liquidated in 1922, and 205,000 shares no par class “A” 
common, on which accumulated dividends now amount 
to $4.3 million. 

In addition, $300,000 annually must be set aside as 
a niargin of safety before dividends can be paid on the 
“A” shares. However, earnings this year will be more 
than sufficient to take care of these accumulated obliga- 
tions and leave over $1 a share earned for the 1,141,251 
shares common. With all earnings next year applicable 
to the junior shares, after allowing merely for dividends 
on the preferred and “A” stocks outstanding, there does 
noi seem to be any reason why the common stockholders 
should not come into their own in the near future. 

rhe company is one of the largest mail order houses 
in the country, volume of business being second only 
to that of Sears, Roebuck & Company. Its showing 
this year has been relatively better than that of the 
larger concern. Operations extend throughout the 
United States, Canada, Mexico, South America, the 
Orient and other parts of the world. It is interested 
in the manufacture of a great many of the articles it 
sells and has plants advantageously located throughout 
the United States. With the promise held out by 
operations during the past year, the common stock 
at around 20 appears to offer excellent specvestment 
possibilities for the investor who is willing to hold 
it for a year or two. 


> 


Gray & Davis 


Common Stock Has Long-Pull Possibilities 
By M. G. 


(RIGINALLY founded as a partnership, manufac- 

turing automobile and carriage lamps, operating a 
factory at Amesbury, Mass., this company had become, 
by 1912, a corporation, manufacturing starting and light- 
ing systems for automibiles, at a large new plant in 
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Cambridge, Mass., its lamp business being already re- 
duced to secondary importance and since disposed of 
to another company. 

During the war the company engaged almost exclu- 
sively in the munitions business, being one of the coun- 
try’s largest manufacturers of shell “boosters” or ex- 
plosive heads. The end of the war forced it to reor- 
ganize its business, which had barely been accomplished 
when the collapse of the automobile boom.came in 1920. 

The company then entered into a selling agreement 
with the American Bosch Magneto Corporation, which 
has one of the best selling organizations in the auto- 
motive accessory field and is engaged in a non-competi- 
tive line. As a result, the company now has working 
arrangements with about 36 major automobile companies 
for the supply of starting and lighting systems. As 
late as 1922, it reported to the Stock Exchange that its 
normal labor supply was 1,500 men, and that it was 
then using 900; at the present time it is using 1,600, 
and turning out nearly 1,500 starting-lighting systems 
a day where in 1920 it was barely able to maintain a 
production of 800. 

The prosperity of the company since early 1922, is 
thus seen to be part of the general recovery of the 
automotive industry. Its field is not highly competitive, 
however, and the reputation of the company is so good 
in trade circles that it is unlikely that a significant num- 
ber of producers who are now its customers would 
undertake to produce such systems for their own use. 
It is further favored by the excellent labor conditions 
prevailing in New England for concerns using skilled 
labor. 

The volume of the company’s sales this year ap- 
proaches war-time levels and shows little signs of fall- 
ing off, September output of motor cars being almost 
on a level with that of August and far above last year’s 
September showing. Irrespective of the future of motor 
car production in this country, there will undoubtedly 
be a large and growing demand for new replacement 
cars for the future, which should ensure a steady volume 
of business to Gray & Davis, irrespective of the fluc- 
tuations of the industry. 

The company’s rate of earnings for the past year 
and a half warrants the hope of a resumption of divi- 
dend payments as soon as the financial position permits. 
At the end of 1922, current assets amounted to 2.1 mil- 
lions against $816,000 of current liabilities. The im- 
provement in the company’s affairs can be measured 
by the fact that at the end of 1921, current liabilities 
were $245,000 in excess of current assets, and there 
were outstanding notes payable amounting to nearly 2 
millions, which were down to $560,000 at the end of 
1922. By the end of the present year they may have 
been paid off entirely. 

The capitalization has undergone some profound 
changes in recent years which have left it with 1 million 
of 7% first mortgage bonds, $750,000 of an 8% cumula- 
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The Willys-Overland Factories at Toledo. 
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In a little over a year’s time it was able to pay off a $16 million debt and 


place itself in a comfortable financial condition 


tive preferred issue, and 134,182 shares of common of 
no par value. 

The common, at 8, is at the lowest price it has 
ever touched, and 114 points under the low of 1921, 
when its position was not nearly as good. With 
the outlook for sustained earning power over a long 
period of time which it has, it should be in a position 
to pay $1 annually in a year or two, and possibly 
more after that, while the probability of its going 
below its present level is slight. 





Willys-Overland Company 
Remarkable Recovery of Company— 
Important Status of Common Stock 


By F. K. 


ie! purchasing a low-priced stock that is not paying 
anything and that is not likely to pay anything for 
a few years, the buyer naturally expects to be materially 
rewarded for his patience and the risk assumed. In 
making this sort of a purchase, therefore, prospects for 
ultimate profit should run at least from 100 to 200 per 
cent. on the original investment. 

When a stock is selling at a very low price compared 
with its levels in past years there, of course, must be 
some reason to account for the big depreciation in value. 
If the reason for the low price is unfavorable earnings 
in the past rather than an unfavorable outlook for the 
future an excellent buying opportunity may be available 
and the stock is worthy of careful consideration. This, 
apparently, is the situation in regard to Willys-Over- 
land common. At present levels of 6 it is only a point 
and a half above its record low price, whereas in every 
year from 1917 to 1920, inclusive, the stock sold above 
30. 

The reason for this decline is found in the earnings 
for the years 1920 and 1921, when heavy deficits were 
reported. The company apparently was suffering from 
inefficient management and was not keeping pace with 
the other large automobile manufacturers. These losses 
placed the company in a very precarious situation early 
in 1922, and for some time it was questionable whether a 
reorganization could be avoided. When conditions were 
at their worst, President John Willys took personal 
charge of the operations of the company, and succeeded 
in obtaining banking support. Bankers’ confidence in 
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Mr. Willys proved to be more than justified, as his 
company has made one of the most remarkable come- 
backs in the history of the automobile industry. In a 
little over a year’s time it was able to pay off a $16 mil- 
lion debt and place itself in comfortable financial condi- 
tion. Earnings for the six months ended June 30th, 
1923, were equal to $3.30 a share on the common stock 
after allowing for preferred dividend at the regular 
rate. Earnings for the first eight months this year 
were greater than earnings for any full calendar year 


: 
WILLYS-OVERLAND 


Earned Per -—Price Range—, 
Share on Common 
Net Income Common High Low 
$6,121,544 2.71 384 15 
6,536,255 2.86 30 15% 
1,735,268 — 40% 
*5,280,349 a 32 
*13,999,494 a 10% 
2,779,831 0.57 10 
7,932,386 3.30 8% 








1923 (1st 6 mos.) 
* Deficit. 

















in the company’s history. At present price of 6 the 
common stock has not responded to any extent to this 
increase in earning power or the improved financial 
condition of the company. It is true that there are 
21 per cent back dividends to be paid off on the 
preferred stock, but this would only take $4.6 million, 
and earnings for the full 1923 year will probably be 
three times this amount. The company appears to 
have definitely turned the corner, and the common 
stock at the present levels is out of line with the 
present and probable future status of the company. 





Butterick Company (The) 

Common Stock Held to Be Un- 

usually Attractive Low-Priced Issue 
By E. D. K. 


I I contemplated buying any low-priced non-dividend 

industrial, I would’ select as my first choice the com- 

mon stock of the Butterick Company. I would do so 

because of the long and comparatively successful record 
(Please turn to page 1222) 
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Davison Chemical Co. 





Silica-gel and Market Mystery 


Some Facts in Regard to Davison Chemical’s Much- 
Exploited Product—Why the Investor Should Not Look 
for Miracles in the Stock Market Field—A Speculation 


ILICA-GEL! A strange word and 
Ne, put to strange uses. Shrewd pool 
managers realize that an ounce of 
mystery is worth a pound of fact. Just 
as deepening shadows lend added distance 
to the prospect, so the element of favor- 
able uncertainty adds enchantment to the 
outlook for market profits. It is the 
business of the market analyst, however, 
to deal in actualities. No crystal globes 
nor cryptic utterances for him. He may 
deal in chiaroscuro only as it is revealed 
in balance sheet and income statements. 
It becomes our duty, therefore, to state 
that the extravagant claims and pre- 
dictions made in connection with Davison 
Chemical Co. and its product, silica-gel, 
have to date utterly failed of materializa- 
tion. The recent pyrotechnics in the 
stock which soared overnight to 72 a 
share, was the result of gullibility on the 
part of buyers and was not warranted by 
developments within the company itself. 


What Is Silica-Gel? 


Silica-gel is a hard, glassy material 
resembling in appearance clear, quartz 
sand. It differs from ordinary sand in 
its highly porous structure and especially 
the size and uniform arrangement of 
those pores. Its chemical formula is 
SiOz, It is made by mixing, in proper 
proportions, solutions of sodium silicate 
and sulphuric acid and subjecting the re- 
sult to further processes, the details of 
which would be of interest only to the 
chemist. The remarkable property of 
silica-gel is its extraordinary ability to 
absorb certain constituents when mixed 
with certain gases or liquids. It is stated 


By OLIVER P. JONES 


that silica-gel is, microscopically, a col- 
lection of extremely small spherical 
particles touching one another and form- 
ing voids between. It can be mathemati- 
caly determined that one gram of silica- 
gel exposes an internal surface of ap- 
proximately 5,000 square feet. To this 
great surface, in conjunction with the 
capillary action of the pores associated 
therewith, may be attributed its enormous 
absorptive powers. 

The fields which appears to offer the 
greatest possibilities for silica-gel are 
those of the purification of gasoline and 
kerosene. There is no intention in this 
article to decry silica-gel as an important 
chemical discovery and one with very in- 
teresting possibilities. Eventually it may 
prove a large source of profits to the 
Davison Chemical which has a large stock 
interest in the Silica-Gel Corporation and 
the Silica-Gel Products Co., but it should 
be remembered that the product is com- 
paratively new, is still more or less in 
the experimental stage and that even if 
it proves as successful as claimed, it will 
take a long time to introduce it com- 
mercially. 


What We Said a Year Ago 


In this connection it is of interest to 
refer to the article in this publication on 
this subject, which appeared in the 
February 18, 1922, issue and which said: 

“Up to the present time this company 
has failed to show an earning power that 
would appear to justify any such price 
as the stock is now selling for in the 
market” (around 62 a share). And 
again ; 


“At present commitments in the shares 
must be considered extremely speculative, 
although it is apparent that the stock will 
offer an advantageous opportunity for a 
short sale whenever the support is with- 
drawn on the part of pools, which now 
have it in hand.” Since the above was 
written, the stock has this year reached 
a low of 20%. The quoted remarks made 
twenty months ago hold good today. In 
short, the investor who looks for miracles 
in Davison Chemical as the result of its 
interest in silica-gel, is likely to be severely 
disappointed. 


Conclusion 


Outside of  silica-gel, the Davison 
Chemical is a concern with a substantial 
record and is probably the best in its line 
of business. Being a concern which 
chiefly manufactures sulphuric acid and 
acid phosphate, it has shared in the ca- 
tastrophe which overtook the fertilizer 
companies in 1921 and 1922, but while the 
deficits in the last two years total approxi- 
mately $985,000, the company fared far 
better than most and is in a financial po- 
sition to weather the crisis. 

The purchaser of Davison Chemical 
stock at current prices is engaging in 
a very speculative undertaking. The 
pools which have made the issue a 
market football during the last few 
years may enable him to get out with 
a nice profit, but the number of those 
who have got rich in Wall Street by 
anticipating pool activities, is notably 
small. 
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c American Car & Foundry Company 





What Is Car & Foundry 
Stock Worth as An 
Investment? 


The Prospects of a Great Railroad Equipment Company 
By A. T. MILLER 


SK any market analyst to name a 

few of the highest-grade industrial 

investment stocks, and one of the 
stocks named is almost certain to be 
American Car & Foundry common. This 
indicates the esteem in which this issue 
is generally held. 

We may start with the point then that 
there is no question of the high-grade 
status of Car & Foundry common. Occa- 
sionally, however, especially under certain 
market conditions, it is wise to overhaul 
one’s ideas on investments and see how 
they check up with current conditions, 

Looking at it from this angle, we are 
not likely to gain so favorable an impres- 
sion of American Car & Foundry com- 
mon from a market viewpoint even 
though its investment-like nature is not 
in question. 


A Comparison of Yields Does Not 
Favor Car & Foundry Stock 


For example, regard the yield on this 
issue at current prices of roughly $160 
per share. The yield at this price is 7.3%. 
Under ordinary conditions this return 
would be considered satisfactory, but in 
a market which is steadily declining, 
yields have a habit of growing larger. In 
other words, Car & Foundry stock, owing 
to market conditions alone, may sell to 
yield 8% and perhaps more. Certainly, 
when yields obtainable on other high- 





grade stock issues are considered, there is 
no reason to believe that Car & Foundry 
stock can remain immune to general un- 
satisfactory market influences. For ex- 
ample, the accompanying table shows the 
disparity between the current yield on Car 
& Foundry common and those obtainable 
on similarly sound issues: 


Price Dividend Yield 
Car & Foundry $160 $12 7.3% 
(| > eee 120 9 75 
Am. Tobacco 12 8.1 
Union Pacific 10 7.7 
Endicott-Johnson ... § 7 


Obviously, then Car & Foundry is sell- 
ing out of line with other stocks of the 
same class. For instance, this stock at 
160, is selling some fifteen points higher 
than American Tobacco which pays the 
same rate of dividends and which is in 
an equally strong financial position. At 
this price, one could switch out of the 
equipment stock into the tobacco issue 
without sacrificing safety and at the same 
time reducing the amount of the capital 
investment. 


Company’s Position 


From another viewpoint, namely, the 
position and prospects of the company, it 
cannot be said that an overly-enthusiastic 
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EARNINGS OF AMERICAN | 
CAR & FOUNDRY 
Years Ended April 30. 


1923 1922 
Operating income.*$10,633,562 *$9,051,752 | 


4,419,951 


Net income $6,213,611 
Pfd. dividends..... 2,100,000 
Common dividends. 3,600,000 


$513,611 


2,468,40; 


$6,583,320 
2,100,000 
8,600,000 


aE $883,320 
Earned per share: 
On preferred... 


On common.... 


$20.71 
13.71 


$21.95 | 
14.95 


* After provision for taxes. 

















view is warranted at this time. The 
freight car manufacturing business of 
which this company is a leading factor 
indubitably has had an excellent year and 
profits have accordingly been high, but 
this has already been reflected in the price 
of the stock. For the future, when one 
considers that the amount of railroad buy- 
ing has already slumped and that the 
outlook is not particularly favorable 
toward increased purchases, it is clear 
that on the purely business side American 
Car & Foundry will not find the going as 
easy as during the past year. 


Outlook for Business 


This does not necessarily spell a severe 
depression for the company as a sufficient 
amount of business will be had to at least 
reasonably occupy the plants. It does, 
however, mean that profits are not going 
to be astoundingly high. Examining the 
record for the fiscal year ended April 30, 
1923, we do not obtain an unusually favor- 
able reaction. Thus the company earned 
slightly less than $14 per share or barely 
in excess of the annual dividend rate. 
With the outlook for a comparatively 
slow business year in 1924, it seems that 
despite the excellent results of the months 
subsequent to April of this year and 
which will be included in the next fiscal 
statement, the final year’s results should 
not be of very impressive proportions. 


Conclusion 


Of course, Car & Foundry’s dividend 
is in no jeopardy. A three-years’ divi- 
dend reserve is available to be drawn 
upon in case earnings do not equal the 
dividend rate. Therefore, holders of the 
stock can reasonably look forward to 
maintenance of the dividend rate at 
present levels. Aside from this, however, 
there is no particular inducement to in- 
vest in the issue at these levels. The 
yield while not exactly small is consider- 
ably less than can be obtained in other 
issues of equal standing. 

For that reason, the writer would 
not urge the purchase of this stock at 
these prices. In the event of a sharp 
decline from these levels, however, the 
stock would be worthy of consideration 
as it is, in the final analysis, one of 
the best representatives of its class 
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Radio Corporation of America 





Radio as a Commercial Success 


And the Prospects for Shareholders of Radio Corporation 


ments of modern times has been 

the growth of wireless telegraphy. 
While the progress made in the last ten 
years has been remarkable it is the be- 
liei of people who make a close study of 
the subject that “wireless” has not yet 
becuun to realize its possibilities and that 
before many years it will be demonstrated 
that this system is cheaper and just as 
efficient as the cable. 

a matter of fact, Radio is already 
competing on even terms with the cable 
companies. In May of this year, West- 
ern Union and the Commercial Cable 
Company reduced their rates to meet the 

previously established by the Radio 

poration of America, and, although 

latter company made no further re- 
iction in rates, it has been able to hold 
its business. 

ne of the greatest objections in re- 

| to wireless messages has been the 

ence of “static” in the air or uncon- 
led electricity which causes messages 

t only to become indistinct but at times 
npossible of correct interpretation. How- 

r, in the past two years improvements 

been perfected which have largely 

inated this difficulty. The one great 
untage the wireless has over the cable 
its direct communication. Countries 
ing direct communication by radio 
th America use cables very little be- 
se they do not like to transmit through 
don and Paris, 

‘ransatlantic stations which the Radio 
Corporation is interested in are ia Swe- 
en, Poland and Holland. It has an ex- 
hange arrangement with Germany, 
‘rance and England, by which radio in- 

tions may be interchanged without in- 
fringing on patents, and is in direct com- 

nication with all these countries as 
vell as Italy, Belgium, Norway and Ha- 

ii, and indirectly witu Japan, the West 

lies and Central and South America. 
Negotiations are now in progress in 
‘razil for the construction of a large 
ransatlantic station. It is only a ques- 
ion of time before Radio will belt the 

rld. 


()'= of the most interesting develop- 


Good Backing 


Radio Corporation is well sponsored. 
neral Electric, Westinghouse Electric 
Manufacturing, American Telephone 
and Telegraph and United Fruit Company 
are all interested, and th: best technical 
brains in these companies are helping to 
solve the problems that the wireless in- 
dustry presents. These companies have 
turned over to the Radio Corporation all 
their valuable patents in this field, and, so 
far as the United States is concerned, this 
company stands alone and competition by 


fer OCTOBER 27, 1923 


By FREDERICK LEWIS 


any other company is highly improbable, 
to say the least. 

In addition to the income derived from 
transmission of long distance wireless 
messages, Radio has another important 
source of income—the sale of receiving 
sets. Radio broadcasting first started in 
the latter part of 1920, and it is well 
known what rapid strides forward have 
been made since that time. Radio Cor- 
poration itself, does not manufacture the 
receiving sets or other equipment used, 
but it acts as selling agent for Westing- 
house Electric and General Electric, and 
derives a substantial income from this 
end of its business. Another important 
source of income is the sale of wireless 
equipment to vessels. Over one thousand 
ships sailing under the American flag 
carry radio apparatus. 

The business of Radio Corporation is 
now thoroughly established, experimental 
stage having been passed long ago. The 
company has ambitious plans for develop- 
ment over the next few years through the 
establishment of high power wireless sta- 
tions in various parts of the world, and 
there is every reason to believe that earn- 
ings in years to come will be on an 
ascending scale. 


Position of Common Stock 


While an optimistic view of the future 
is warranted, this does not necessarily 
mean that the common stock offers a par- 
ticularly attractive opportunity at this 
time. In the first place, the company was 
capitalized on a very liberal basis. There 





RADIO CORPORATION OF 
A-AERICA 


Balance Sheet as of December 81, 1922 
ASSETS 
Property and --—- 
Installations for foreign cus- 
tomers 
Patents, good-will, etc......... 
Subsidiary stock owned 
Deferred charges. ...........+. 





$12,711,348 


639,705 
16,735,233 


Cash 

Accounts and notes receivable.. 
Inventory 

Investments at cost 


LIABILITIES 
Preferred stock 
Current liabilities 
Advances 
Deferred liabilities 
Reserve for amortization of 
1,515,656 


$40,975,608 


patents oes 
Reserve for depreciation, etc. . 


* 5,734,000 shares of no par value. 




















is $19.7 million 7% preferred stock of a 
par value of $5 which is cumulative from 
January 1, 1924, and 5,734,000 shares of 
common stock of no par value. Exclud- 
ing the value placed on patents, good-will, 
etc., net tangible assets of the company, 
as of December 3lst, 1922, were only equal 
to $4.22 per share on the preferred stock, 
leaving nothing for the common. The 
earning power the company has demon- 
strated up to the present time does not 
(Please turn to page 1240) 


The Polish Consul and several prominent Polish newspaper men at New York, 
witnessing the first official message sent to Poland via R. C. A. 
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General Motors Corporation 





What Change in Management Has 
Done for General Motors 


Vast Strengthening of Financial Position—Value 
of Preferred, Debenture and Common Issues 


CRITICISM frequently heard in 

regard to General Motors Corpora- 

tion is that its bigness makes it 
unwieldy and that being in a highly com- 
petitive business, it will have difficulty in 
holding its own against more compact 
organizations. This argument is based on 
the idea that in so large an organiza- 
tion, interested in many lines of the auto- 
mobile industry, it is difficult to maintain 
a high standard of efficiency in all de- 
partments. 

The expansion program embarked in 
by the company in 1920 is given as an 
example of what can happen to such an 
organization. In that year, by piling up 
large inventories and investing heavily in 
new plants, it ran up bank loans close 
to $100 million and placed the corpora- 
tion in an embarrassing financial position. 
The period of deflation that followed re- 
sulted in heavy losses, and the company 
reported a $65 million deficit in 1921. 
This ill-advised policy brought about a 
complete change in the management of 
the corporation. Mr. Durant lost control 
and stepped out, his interests being taken 
over by the Du Ponts. Powerful bank- 
ing interests became identified with the 
company, and a thorough house-cleaning 
took place from the top to the bottom of 
the organization. 

That inefficient management can wreck 
an automobile company in a very short 
time, no matter how strong it is, is un- 
doubtedly true, for this is an industry in 
which only the fittest will survive. The 
fact that a corporation is large, however, 
does not mean that it cannot have just 
as effective a management as a smaller 
organization. It takes greater ability, per- 
haps, but this ability can be found. Has 
General Motors finally acquired the man- 
agement it should have in order to main- 
tain its important position in the auto- 
mobile industry? In 


By FRED L. KURR 


have been placed on a paying basis and 
unprofitable lines discarded. All bank 
loans have been cleaned up, working capi- 
tal increased to $150 million, the largest 
in the history of the company, and the 
dividend on the common stock raised to 
$1.20 per share. 

Of course, conditions in the industry 
have favored the company. Up to the 
end of May, most automobile manufac- 
turers were able to sell all the cars they 
could produce. From June on, however, 
the demand fell off and competition be- 
came keener. The accompanying table 
shows how well General Motors has been 
able to maintain its business in the past 
four months, sales in each month being 
far ahead of those recorded in 1922. In 
September they were nearly twice as 
large as sales recorded in September, 
1922, and only 9% under the record month 
of March. This is a showing that com- 
pares favorably with any other company 
in the automobile industry. 

Lack of space precludes going into de- 
tails in regard to the various ramifica- 
tions of General Motors. Controlled com- 
panies can be divided roughly into three 
large groups, the car, truck and tractor 
manufacturing, the accessory, and the 
foreign companies. The principal prod- 
ucts of the car and truck manufacturing 
group are the Buick, Cadillac, Chevrolet, 








GENERAL MOTORS SALES 
The number of cars and trucks sold by 
months this year compared with last year 

as follows: 
1922 


16,088 
20,869 
34,082 
40,474 
46,736 
48,541 


42,840 














a 


Oakland, and Oldsmobile passenger and 
commercial cars and the G. M. C. trucks. 
The accessory group’s important products 
are the Remy starting, lighting and igni- 
tion systems and magnetos, Klaxon horns, 
Jaxon wheels and rims, Hyatt roller bear- 
ings, Harrison radiators, and many oth- 
ers. In addition, the corporation owns 
a majority of the stock of the A. C 
Spark Plug Company and the Fisher 
Body Corporation. 

Besides being one of the largest car 
manufacturers in the country, it is the 
largest manufacturer of automobile acces- 
sories. General Motors has arranged its 
output of automobiles so that they no 
longer compete with each other and cover 
the entire price range, from the low- 
priced Chevrolet to the more expensive 
Cadillac. There is no over-lapping of 
prices except where the closed models of 
a low-priced line lap over the open- 
model prices in the class above. The 
price range is from $495 for the lowest 
priced Chevrolet to $4,600 for the highest 
priced Cadillac. Recently the Oldsmobile 
Company brought out a new six-cylinder 
car at the lowest price this type of car 
has yet been offered in the industry. 


Earnings in 1923 


General Motors for the first six months 
of this year showed net profits after. de- 
ducting taxes, depreciation and preferred 
and debenture dividends, equal to $1.85 a 
share on the common stock. While pro- 
duction in the third quarter this year has 
held up very well lower prices on some 
lines and expenses incidental to bringing 
out new models have reduced earnings 
somewhat. It is expected, however, that 
at least 75 cents a share on the common 
will be shown earned. This would bring 
earnings for the nine months up to $2.60 
per share. These figures, however, do 

not include the 








35,443 





the writer’s opinion 
the answer is, Yes. 


Company 
Strengthened 


Since the present 
management has 
taken charge there 
has been a remark- 
able improvement 
in the status of the 
company. Practical- 


Notes receivable 








GENERAL MOTORS’ 


CURRENT ASSETS 
Cash and sight drafts 


Total current assets. .......$205,396,754 
Working capital .. 


equity accruing 





(Working Capital as of June 30, 1923) 


Goccunts pa ee 
‘axes, payrolls, etc 
Fed 


eral taxes payable 


Accrued dividends 


STRONG FINANCIAL POSITION 


CURRENT LIABILITIES 


Total current liabilities 


eee eee eee eee eee CeCe eee ee ee eee eee eee eeeee 


Ratio of current assets to current liabilities, $34 to 1. 


from General Mo- 
tors’ 60% owner- 
ship of Fisher 
Body which can be 
estimated for the 
first nine months 
at approximately $9 
million. Including 
this equity, General 
Motors’ earnings 
for the nine months 
(Please turn to 
page 1235) 


$55,200,542 
$150,196,212 











ly all departments 





1196 


THE MAGAZINE OF WALL STREET 





Number 3 of a Series on Current Investment Opportunities 


Standard Securities Which Offer 
Unusually High Returns 


Giving a List of Very Attractive Stand- 
ard Stocks for Purely Investment Purposes 


'STURBED conditions such as pre- 
D vail in the securities market at the 

present time make it especially im- 
portant to emphasize the fact that the 
recommendations made in this series are 
intended primarily for investors who are 
willing to hold on to their securities for 
a fairly long period to get the fullest 
benefit out of their commitment. The 
whole point of picking a stock for the 
sake of its high yield, once the investor 
is convinced that the dividend will be 
maintained if not raised, is that it “sweet- 
ens” the income return on the investor’s 
entire securities list, and that, apart from 
market conditions, stocks of the first class 
are now available to give these unusually 
high returns. 

Of course, in the back of most inves- 
tors’ minds is the idea that if a stock 
which should normally yield 7%, say, is 
now yielding 10%, there should be a 
handsome market profit to be made when 
conditions are such that the yield on the 
stock is down to normal. This is not the 
foremost reason, however, for the choice 
of the selections recommended in this ser- 
ies, and market profits should be kept 
subordinate to the choice of high-grade 
investment securities from the long-pull 
point of view. 


By MARTIN GOLDEN 


If the investor is not interested in tem- 
porary market profits, it is logical to ex- 
pect that he should be similarly indiffer- 
ent to temporary market losses, provided 
he retains his belief in the integrity of 
his investment. The question of the 
desirability of these securities should 
therefore be considered from a purely 
investment angle, stability of the pres- 
ent dividend rate being the paramount 
feature. 

It is for these reasons that these stocks 
are being recommended for consideration 
on their investment merits, in spite of the 
generally unattractive situation of the 
market from the viewpoint of specula- 
tive purchases. 

Two of the stocks suggested in the fol- 
lowing paragraphs represent staple indus- 
tries which are as old as civilized man, 
while two others represent comparatively 
new lines of business, which are old 
enough to have shown some of their pos- 
sibilities, and young enough to give great 
promise of future expansion. 

If the investor is interested in im- 
mediate profits then he should not buy 
these stocks, as the good decline with 
the bad in a declining market. 


-— 





American Woolen Company 
An Old-Line Stock Selling on a High-Yield Basis 


HIS company has been the dominat- 

ing factor in the American woolen 
industry since its organizition in 1899, as 
a combination of a large number of 
woolen mills in the New England states. 
While an indifferent earner before the 
war, it received a great impetus through 
its war-time earnings which has been car- 
ried through since the war, as indicated 
by the following figures: 


Paid per 
Share 


Earned per 
Share 
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Earnings for the current year have not 
been officially announced, but a high offi- 
cial has stated publicly that in the first 
half-year the dividends for the period 
were earned by a satisfactory margin, and 
it is known that for a part of this time, 
owing to the installation of extra shifts, 


operations were at more than 100% of 
theoretical capacity. 

Business has fallen off somewhat dur- 
ing the second half, but prices have been 
well maintained, most lines of the com- 
pany’s product now selling about 8% 
above prices quoted at the previous open- 
ing. As raw material prices have fallen 
in the meantime, it is probable that the 
wage advances granted earlier in the year 
are being covered by higher prices for 
woolen goods and that profits have not 
been materially affected though they have 
been affected to some degree. 

The company’s financial position at the 
end of last year was excellent, current 
assets amounting to 84.7 millions against 
14.6 millions of current liabilities. Cash 
amounted to 9.4 millions, but notes pay- 
able of 9.7 millions in view of expansion 
by purchase of some additional mills this 
year were higher than at any time since 
1919. As the company sold 10 millions 
of preferred stock this year, it is to be 
assumed that these loans have now been 
paid off. 

There is no funded debt except for 5.5 
millions of 7% notes, due 1931, of a sub- 
sidiary, the Shawsheen Mills; the capi- 
talization thus consists of 50 millions of 
7% cumulative preferred and 40 millions 
of common, 


After selling near 110 early this 
year, the common has declined to 
around 70 with no serious apprehen- 
sions of a dividend reduction or omis. 
sion. In view of the company’s ability 
to earn and pay its dividend at the 
$7 rate in 1921, it seems scarcely like- 
ly that the rate will be cut now. 
Yielding 10%, the common will be an 
unusually attractive investment oppor- 
tunity when market conditions are im- 
proved. 





>< 


Kennecott Copper Corporation 
Stock Represents an Attractive Opportunity 


ENNECOTT is not only an operat- 

ing but also a holding company, hav- 
ing controlling interests in Utah Copper, 
Nevada Consolidation, Braden Copper, 
Mother Lode Coalition, covering a wide 
diversity of types of ore and labor costs, 
and extending over the Pacific coasts of 
the Western hemisphere from Alaska to 
Chile. Taken together, the five companies 


in the Kennecott group are producing 
over 500 million pounds of copper an- 
nually, have a potential production (with- 
out addition to present equipment) of 
640 million pounds, and ore reserves esti- 
mated at a billion tons of ore varying 
from 1.35% to 70% copper. 

Kennecott owns 99% of Braden stock, 
51% of Mother Lode, about 75% of Utah, 
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and through the latter about 51% of Ne- 
vada Consolidated. These properties have 
been among the most successful copper- 
mining concerns in the country, except for 
Braden whose development has been very 
recently brought to the point of large- 
scale production, and which still owes 
Kennecott a good part of the 15 millions 
advanced by the latter to aid in develop- 
ment work. 

Kennecott’s own earnings in the past 
are therefore of little service as a guide 
to the future, as a large part of its pres- 
ent stock capitalization has been issued 
in exchange for shares in other com- 
panies. Its present capitalization consists 
of 15 millions of 7% bonds maturing in 
1930; and 3,880,058 shares of common of 
no par value. Interest on the first re- 
quires 1.1 millions annually, and the cur- 
rent $3 dividend rate on the latter about 
11.5 millions. Current dividend rates of 
$1 a share on its holdings of Mother 


in 


Lode and of $4 on the Utah stock, to- 
gether with its own earnings (which are 
at about $6 a share on its common), and 
further payments by Braden on account 
of its indebtedness, in addition to the 2.5 
millions repaid this year, should enable 
the company to pay its dividend without 
endangering its present financial struc- 
ture. 

At the end of last year the company 
had current assets of 32.2 millions and 
current liabilities of 1.2 millions. In- 
cluded among these assets were 7.6 mil- 
lions in cash and 2.7 in marketable securi- 
ties, apart from the 100 millions of se- 
curities which it carries among the fixed 
assets for permanent investment. 

The $3 dividend rate appears amply 
secured by current rate of earnings, 
and is further bolstered up by the ex- 
cellent financial position, so that the 
yield of 9.1% available at present price 
levels seems unaccountably high. 





Mack Trucks, Inc. 


Long-Pull Prospects of Common Stock Satisfactory 


THE present company is the successor 
to the old Mack Brothers Motor Car 
Co., incorporated in 1905, with the addi- 
tion of units of the International Motor 
Truck Corp. and the Wright-Martin Air- 
craft Corp. Its success in recent years 
has been one of the most astounding in 
the motor-truck field, and it was among 
the few concerns in automotive lines to 
get through 1921 without an operating 
deficit. 
The amazing feature of the company 
is the earning ability which it has shown 
this year. By the end of the first half of 


the current year it had earned $12.23 per 
share of common, or more than in the 
full year 1922 which was considered quite 
satisfactory; in the third quarter it is 
estimated to have earned over $4 a share, 


and, judging by the continuous flow of 
new orders, it should have little diffic ilty 
in showing close to $20 for the full year. 

Compared with the present divi end 
rate of $6 annually (raised from a $4 
rate in September of this year) this earn. 
ing power is quite high, and indicates the 
possibility of further distributions on the 
common. 

This is all the more likely as the fi 
cial position of the company as of !iune 
30, of this year was excellent, as it had 
been for the past few years. Current 
assets amounted to 27.4 millions against 
current liabilities of 3 millions, among 
the former being 5 millions of cash. 

The capitalization consists of 11 mil- 
lions of 7% cumulative first preferred, 
5.3 millions of 7% cumulative second pre 
ferred, and 283,109 shares of common of 
no par value. 

While the present yield of 8.3% is 
not exceptionally high, compared with 
some of the other high-grade stocks 
recommended in this series, the per- 
centage earned on the market price, 
equivalent to 34% for the full year, is 
unusually high and indicates that the 
stock is exceptionally cheap at pres- 
ent levels, when considered from a 
longer-range view-point. Purchase 
might, however, be temporarily de- 
ferred until an improvement in mar- 
ket conditions occurs. 


an- 


in 





Wright Aeronautical Corporation 
An Unusual Opportunity Among Low-Priced Stocks 


HIS is the only stock representing 


the airplane industry directly which 
is listed on the New York Stock Ex- 


change. It makes airplane motors and 
parts, and practically all its business is 
for the U. S. Government. This gives 
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its business a singular stability, as it 1s 
uilikely that expenditures for aerial 
armament will fall off in the near future. 
The company’s accounts with the Gov- 
ernment are slightly complicated. The 
Government owes the company a million 
dollars, but counterclaims to the extent 
¢ 4.7 million dollars, charging over- 
yment on war contracts. This is large- 
covered by the 28 millions kept by 
company in a special reserve fund in- 
snded to liquidate all claims against the 
Wright-Martin Aircraft Corp. to 
h it succeeded in 1919. The Govern- 
s case is considered very weak by 
ts, and, in the event of its dismissal, 
company would have available the 
eds of the reserve fund, equivalent 
13 a share, compared with present 

et price of 10. 


Record of Earnings 


The company’s earnings since organiza- 

n have been as follows: 1920, $1.83 a 
share; 1921, $2.66; 1922, $2.33. In the first 
half of this year earnings were equiva- 
lent to 67 cents a share, because of the 
operating expenses incidental to switch- 
ing over to the new 600 H.P. type of 
motor which the company has developed 
and which the Government will specify 
in future orders. These expenses, of 
course, will not be repeated again, and 
earnings for the second half of the year 
should bring the total close to the $2 
Mark. 

The present $1 dividend rate is thus 
seen to be amply protected by earnings. 
The financial position is equally satisfac- 
tory, as current assets at the end of last 
year amounted to 2.1 millions against 
$180,000 of current liabilities. Among the 
assets were 1.1 millions in cash and mar- 
ketable securities, and no account is taken 
of the trust fund of 2.8 millions and of 
the 1 million due from the Government. 

As there are only 224,930 shares of no 
par value outstanding, constituting the 
entire capitalization, net working capital 
is equivalent to nearly $9 a share, prac- 
tically the market price, while, if trust 
funds and amounts due from the Govern- 
ment are included, the company would 
have about $26 for each. share of common 
outstanding. 


In Case the Government Suit is Lost 


lf the worst comes to the worst and 
the company loses the suit, existing funds 
would take care of nearly the entire 
amount which the Government claims, 
even if the courts make no deduction; and 
the company would be left as a proposi- 
tion earning $2 a year and paying out $1, 
unusually rich in working capital. Should 
the company win, however, some kind of 
large distribution to stockholders would 
undoubtedly be in order, as the nature of 
the company’s business is such that funds 
could not well be used for expansion. 

These considerations lend consid- 
erable speculative interest to the com- 
pany’s shares, which would be attrac- 
tive enough without them on a 10% 
yield basis. 
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Preferred Stocks 
Trend Lower 


REFERRED stocks, on the whole, 

showed a decidedly irregular trend 

during the past two weeks. Sharp 
recessions were witnessed in a number of 
issues. Offerings were small and trans- 
actions few, but bids in most instances 
substantially under previous levels. Allied 
Chemical and Endicott-Johnson lost three 
points, as did Kayser and Mack Trucks 
first preferred. Strong spots were Cali- 
fornia Petroleum and Cuban-American 
Sugar, which advanced 2 points, and 


Sears-Roebuck & Co. featured with a 
gain of almost 5 to 114%. Kelly-Spring- 
field 8% preferred on one sale of 100 
shares lost 14 points. The above reflects 
the very uncertain feeling in the market, 
influenced by the slump in the share list. 
On the other hand, the very small volume 
of trading is also an indication that quo- 
tations would’ be very promptly marked 
up if a better feeling developed in the 
stock market. On the whole, the good 
preferred shares appear attractive. 








INDUSTRIALS: 
American Sugar Refining Co........... 
American Can Co 
American Ice Company 
American Woolen Co 
Allied Chemical & Dye Corp 
Baldwin Locomotive Works. . 
Cluett-Peabody & Co 


— Corp. deb. . 
Kelly-Springfield Tire Co 
Loose-Wiles ~— Biscuit Co. 


PUBLIC UTILITIES: 


North American Co 
Philadelphia Company 
RAILROADS: 
Bangor & Aroostook 


Chesapeake & Ohio conv 
Colorado & Southern Ist 


INDUSTRIALS: 
Armour & Co. of Del 
American Steel Foundries 
Allis-Chalmers Mfg. Co 
American Smelting & ~ Co 
Associated D 
Brown Shoe 
Bethlehem Steel Corp. conv 
Bush Terminal Buildings Co 
Coca-Cola Co. 
Cuban-American Sugar Co 
Genl. American Tank Car Corp 
General Baking Co 
Gimbel Brothers, Inc 
. Kayser & Co 

atl. Cloak & Suit Co 

Sears-Roebuck & C 
U. S. Industrial Alcohol Co............ 


PUBLIC UTILITIES: 


Amer. W. Wks. & Elec. Corp. Ist 
Public Service of N. J 
RAILROADS: 
Baltimore & Ohio 
Colorado & Southern 2nd pfd 
Pittsburgh & W. Va 


INDUSTRIALS: 
American Beet Sugar Co 
California Petroleuss partic. pid 
Famous ag ge son 
Fisher Body Corp. of O 
Mack Trucks, Inc., Ist. 
Orpheum Circuit 
National Department ypoees. 
Pure Oil Co. conv. 

Worthington Pump 

PUBLIC UTILITIES: 
Market Street Railway pricr pid 


RAILROADS: 
Kansas City Southern 


St. Louis 
Southern Railway 


(c.) Cumulative. (n.c.) Non-cumulative. 
(w) Average for last two years. 

(x) Average for last three years. 

(y) Average for last four years. 

(z) Stock was issued this year. 





PREFERRED STOCK GUIDE 
These Stocks Are Selected as Offering Best Opportunities in Their Respective Classes, 
Taking Into Consideration Assets, Earnings and Financial Condition of the Pp Named 
Sound Investments 


$ Per Share rice 


Standard Milling Co.........+-- +++: (nc.)... 


Semi-Speculative Investments 
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Bartlett’s “On Finance’’ 


Some Pointed Financial Truths Freely 
Filched from “Familiar Quotations” 


S a preacher might search through the Good 
A Book for an inspiriting text wherewith to 
enthrall his waiting congregation, so we, mo- 

mentarily at a loss for an editorial topic, searched 
through that “good book” of the journalist— 
Bartlett’s “Familiar Quotations.” And our search 
was richly rewarded. Scattered through the pon- 
derous pages we encountered material amazingly 
well suited for use in the editorial columns of a 
financial-economic magazine, the fact that most of 
it had been originated from one hundred to three 
hundred years ago depriving it of none of its time- 
liness, or of its appropriate application to questions 
and interests of the present day. 

Thus, we found old Dr. Johnson credited with 
a line to point like a burning arrow at the multi- 
plicity of rumor-mongers in the present-day finan- 
cial district, not to speak of those who heed them: 

“Ye who listen with credulity to the whispers of 
—— and pursue with eagerness the phantoms of 
Lope’ — 
he is quoted as saying. And one can read a 
scathing, typically Johnsonian sneer into those 
words of a sort calculated to bring even the most 
callous of rumor-followers to his senses. 


Laurence Sterne is more kind. He has a word 
of encouragement for those who, inexperienced, 
financially weak and insecure of footing though 
they be, still presume to gambol on the 
financial bowling green: 

“God tempers the wind to the shorn 
lamb!” he says. 

Would it were so! 

For the chart fiends, an unintending 
champion is found in an _ utterance 
credited to no less a light than Patrick 
Henry. As though with the fundamental 
theory of charting and graphing in mind, 

Henry says: 

“T have but one lamp by which 
my feet are guided and that is 
the lamp of experience. I know 
of no way of judging the future 
except by the past.” 

The very password of the 
chart champions — their whole 
creed in thirty-one words! 

No doubt a true creed in 
the field where Patrick Henry 
achieved undying fame — one 
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DANIEL WEBSTER 
One of the first to portray the glories of 
“independence” 


that, in statecraft, has been borne out ever since 
statecraft became a profession. But is it so trust- 
worthy in the labors of those who strive, in similar 
manner, to foretell the future of prices and produc- 
tion? We wonder! 


Here is a bon mot for the taxpayers—for all of 
us, in other words. It was written by Sidney 
Smith no less than one hundred and three yeais 
ago; but you, with your last check to the collector 
of internal revenue and various other odd dis- 
bursements still fresh in mind, will find it timely 
enough to have been written only yesterday. It 
occurs in Sidney Smith’s review of Seybert’s “An- 
nals of the United States,” and it reads: 

“The school boy whips his taxed top; the beard- 
less youth manages his taxed horse with a taxed 
bridle on a taxed road; and the dying (American), 
pouring his medicine, which has paid seven per 
cent, into a spoon that has paid fifteen per cent, 
fiings himself back upon his chintz bed which has 
paid twenty-two per cent and expires on the arm 
of an apothecary who has paid a license of a hun- 
dred pounds for the privilege of putting him to 
death.” 


Sidney Smith, by the way, and for the edification 
of the little army of those bearing his surname, 
was the one who observed: “The Smiths never had 

any arms. They have invariably sealed 
their letters with their thumbs.” 


Hear George Cannin, in 1826, explain- 
ing the source of today’s clamor for the 
cancellation of debts owed to America 
and for the shouldering, by this country, 
of the financial burdens of the world. In 
a play of his the chief eharacter is made 
to say: 

“I called the New World inio 
existence to redress the balance 
of the Old.” 

Which makes perfectly clear 
our bounden duty as a nation in 
the present situation! 


And hear Daniel Webster, 
meaning something very differ- 
ent, but yet saying something 
hugely applicable to the aspira- 
tions of Income Builders: 

(Please turn to page 1222) 


THE MAGAZINE OF WALL STREET 





hahaa <a 


S mete @ mone oe eo oe ee ef 








/nsurance 


Building Your Future Jucome 


Insurance 








—_—_— 


Mrs. Clarendon Answers 
Readers’ Insurance Queries 


Expert Discusses Personal Prob- 
lems and Suggests Wisest Course 


@. Do you think it advisable for me to 
$10,000 insurance policy that is offered 
wid war veterans? My salary is about 
ty-five dollars per month and room, 
i and laundry paid for. What plan of 
mee would you advise me to take?— 
-, Hamilton, Bermuda. 


Certainly I would advise you to take 

amount of this insurance as you can 

mably afford. The full amount of 

000 is a little high for you in your 

ent position, but of course you can 
any smaller amount. 

ssuming that you are under 30, the 

of $10,000 on the Ordinary Life plan 

ld be from $150 to $160 a year. This 

s the plan which may be considered best 

in your case, and of course you could 

take half the amount for half the cost, 

ani this you should be able to maintain. 


For a Married Man of 26 
I would appreciate any suggestions you 
yive me in regard to my insurance prob- 
I am 26 years of age, married and 
two children. 

am a toolmaker by trade and have a 

dy job paying $2,500 a year and am in- 
red for $2,000 in the company I am with 

$1,000 with the Mutual Life Insurance 
of New York through the Harris Trust 
ings and Life Insurance Plan. Would 
to take another $2,000 policy in the 

» York Life. Kindly advise me what kind 

insurance to take and the amount of 

viums, also if the two companies named 

good and reliable.—A. G., Chicago, Il. 
\. You are now carrying two policies 
aggregating $3,000 for the protection of 
your wife and children in event of your 
untimely death. It is wise to assume 
that $1,000 or more of the proceeds of 
these two policies would be needed to de- 
fray sickness and funeral expenses in case 
of your death and you are therefore right 
in adding to the amount of your pro- 
tection. 

Both the New York Life and the Mu- 
tual Life of New York are well con- 
ducted, legal reserve companies of long 
standing and your interests would be well 
protected and claims satisfactorily met in 
those institutions. 

In seeking additional insurance, you 
should plan to obtain the largest amount 
of protection on a permanent form at the 
lowest premium rate, that you may build 
up a fair-sized estate for the maintenance 
of your dependents, should you be called 
while your children are still young. I 
should therefore suggest that you apply 
fur a 30 Payment Life policy, the pre- 
miums under which, if taken at age 26, 
would be completely paid up on your at- 
tuining age 56.\ This policy costs but 
little more than one on the Ordinary Life 
form, but it has the advantage of leaving 
old age free from the burden of premium 
obligations, and, moreover, the cash, loan 
and surrender values are all higher than 
on the Ordinary Life form. 
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Florence Provost Clarendon 


The cost for a $2,000 policy on the 30 
Payment Life plan, at age 26, is approxi- 
mately $52 annually in the New York 
Life Insurance Company, where premiums 
are reduceable by a yearly distribution of 
surplus (or dividend). You should double 
this amount of insurance if possible. A 
$4,000 policy would incur a saving of 
about $8.50 a month on your part, and 
you undoubtedly need this extra coverage 
for the protection of your family. 

In taking this added insurance, it would 
be well to stipulate that the proceeds— 
instead of being paid to the beneficiary 
in a lump sum—should be paid in instal- 
ments (annually, semi-annually or quar- 


terly) over a given period—say, 10 years. 
Thus, if your death occurred before your 
children were grown and self-supporting, 
there would be a stated income, however 
modest, coming in at regular periods to 
aid in the upkeep of the home. Should 
your children be of adult age and able 
to fend for themselves, your widow would 
then have an independent income during 
ten years of her life from this source. 


For a Professional Man of 40 


Q. Have been so impressed by your ad- 
vice on insurance problems that, as a sub- 
scriber to The Magazine, I am taking the 
liberty of consulting you in my own case. 

I am a professional man, age 40 years, 
and have a wife and two small children. 

My life insurance at present is a $1,000 
endowment in the Prudential and $10,000 
straight life in the Mutual Benefit of Newark. 
Would like to increase my protection about 
$10,000. 

An agent of the Continental Life of Dela- 
ware is urging me to take out their pre- 
ferred life with a 2% disability clause. Their 
premium is lower than the Prudential or 
Mutual Benefit, which companies have a 1% 
disability and accidental death clauses. 

Would like to get the best protection re- 
gardless of difference in premium, also the 
type of policy best suited to my age and 
circumstances. 

Would like to know if it is better to 
carry all insurance in one company. Do 
you consider the 2% disability clause more 
valuable than the 1% disability and double 
indemnity clauses of the other companies? 
Is the monthly income payment to beneficiaries 
a better arrangement than lump sum pay- 
ment?—J. P., Elizabeth, N. J. 


Your present insurance 1s held with two 
good Old Line companies and you are 
wise to increase your present protection 
by an additional $10,000. I presume that 
your present policies are payable to the 
beneficiary in a lump sum—$11,000 in all. 
I would suggest that in taking the new 
policy for $10,000 you stipulate that the 
proceeds be paid in instalments over a 
period of years—for ten or twenty years, 
or possibly through the life of the bene- 
ficiary. It is a difficult matter for a 
woman unskilled in the investment of 
money to handle a sum running into thou- 
sands of dollars to the best possible ad- 
vantage so that it will yield her a safe 
income. The advice of relatives and 
friends in such circumstances is not al- 

(Please turn to page 1229) 





Chicago Workers to Be 


Insured Against Unemployment 


MPLOYERS as well as wage-earn- 

ers will be interested in the an- 
nouncement that an insurance-plan has 
been evolved in Chicago whereby workers 
are assured of unemployment benefits in 
the event of lay-offs. It is particularly 
applicable to “seasonal” industries. 

The plan is worked out under the 
Unemployment Insurance Fund, so 
called, which was organized in May, 
1923. Under it, an unemployment fund 
is raised by joint contributions from 
members of the garment workers 
trades union and employers. Some 35,- 


000 Chicago wage-earners are said to 
be affected. 

Provisions of the plan are that em- 
ployees shall pay, each week, 1%% of 
their earnings into the fund, and the 
employers contribute a like amount. 
The fund is administered by a Board of 
Trustees, consisting of seven members 
—three manufacturers, three employees 
and a Chairman designated by both. 
The present Chairman is President 
John R. Commons, of the University 
of Wisconsin. The plan goes into effect 
as of January 1, 1924. 
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Reader Describes Pitfalls 
He Has Learned to Avoid 


Tells Human Story of His Efforts 
to Attain Financial Independence 


By J. B. CaswELi 


(Editor's Note: The securities and 
price quotations mentioned in the follow- 
ing revealing article are based on the date 
of its writing. Subsequent changes are 
not taken into consideration, although 
they have, of course, occurred.) 


HIS account of investment pitfalls 

covers a period of about sixteen 

years, and whereas not all my in- 
vestments and speculations have been mis- 
takes, there have been enough to fill the 
following paragraphs. Doutbless it has 
been the lot of others to fall faster and 
faster, but what I learned may help some 
beginner in financial ventures. 


My First Venture 


My first venture was made about six 
months after I had left college. I was 
working and saving money and helping 
the wheels of business go round. In truth 
it seemed fine that the commercial world 
should be receiving the concentrated re- 
sults of my four years of assorted studies, 
About this time I chanced to meet an 
old schoolmate of mine who stated that 
he was selling subdivision lots for a com- 
pany operating ir a busy suburb. Hav- 
ing heard that several of my friends had 
made profitable turnovers in real estate 
in this same territory, I was an inter- 
ested listener. According to his story 
there was a great demand for lots, and 
buyers were flocking in and it would be 
best for me to act quickly. 

I agreed to visit his acreage. I did 
visit it. Out in green fields checkered off 
by macadam streets and cement walks 
there was more glorious talk. In order 


to share in the profits which were sure 
to accrue to wise investors I signed a 
check for $100 and an agreement to pay 
$10 monthly till entirely paid up. For 
this I had an interest in a small verdant 
rectangle facing a promised city park and 
flanked by a modern roadway. All I had 
to do now was to carry on for a few 
months and make a profitable resale to 
some anxious buyer. 

For six tiresome years I paid and hoped 
that this first-born “investment” would 
not prove a cripple. Finally along came 
a sure profit-taker, one of those real- 
estate sharks who nose out the bargains. 
For fifty cents on the dollar I transferred 
my equity. This man knew more about 
the business than I did, so I wished him 
success. 

To be specific, I may say that I did in 
this purchase as many others have done, 
and under conditions which recur from 
time to time. A boom in suburban real 
estate, founded upon certain real needs, 
had been fostered by several development 
companies. This boom had been boosted 
to its utmost limits, and tract after tract 
put on the market. Thousands bought, 
thinking to get in ahead of the press of 
population, and to sell again to those who 
came later. But the meadows and hills 
had been over-sold, and normal city 
growth would take fifteen or twenty years 
to reach them. Some people built homes, 
others quit payments and lost what equity 
they had; others lost after my method. 

From this mistake I learned not to 
buy in on any such development prop- 
osition when it is still in the hands 
of its boosters. Wait till the hurrah 


is all over, and then if you must buy 
take over the property of some dis- 
gusted or unfortunate lot holder. 
Even then don’t do it unless you are 
going to build, as profits on a turn. 
over are usually too vague. Above all 
be skeptical of the statements of the 
real-estate salesman, they will bear 
discounting. 


Persuaded to Try Again 


Shortly after the termination of my 
lot deal I came into control of $25,0°0 
through the division of an estate. Of this 
total I successfully placed $5,000 in bonds 
and stocks. However, I still had friend 
in the real-estate business, and was per 
suaded to purchase a piece of improv 
property. For the sum of $17,000 I took 
over a three-story brick building locat 
in a large city and in a section of same 
occupied by a conservative and thrifty 
foreign element. My purchase netted 1 
eleven per cent which was rather too hig! 
to be safe, but conditions seemed to | 
stable and facing a rise, if anything. 
was my good fortune to sell out inside 
of six months at a five per cent net proii 
which seemed to be fair enough. 

My agent was still very much on the 
job and proceeded to sell me again while 
I still felt good from this first deal. I 
soon placed $20,000 in another three-story 
and basement brick building. This prop- 
erty was in the same section, was newly 
built and bringing in a good rate of in- 
come. There were also two factors which 
were considered highly favorable to its 
stability as an investment and also of 
value as a speculative element. One was 
the construction of a theatre with en- 
trance adjacent to my property, and the 
other was a change in city administration 
which would foster favorable influences 
for this section. I refused an offer to 
sell at a small profit, and this refusal I! 
have often regretted since. Contrary to 
expectations, the theatre was never built, 
and the new city political régime forgot 

(Please turn to page 1239) 
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How to Limit Your Building Costs 


UDGING from many letters received 
by Building Your Future Income’s 
Home Owning Page, there is a 
espread interest among our read- 
in the problem of erecting medium- 
-ed homes on a limited cost basis. 
ndeed, many of these readers, ap- 
ently, would actually erect homes 
their own at once if they could 
first be assured that the ultimate cost 
them would not exceed a given sum, 
sum itself to be within average 
neans. 
fo at least some of the readers in 
his group, it may be helpful to call at- 
tion to the facilities offered by vari- 
nationally known organizations, 
ereby houses, conforming with given 
ns, may be purchased in cut por- 
ns, ready to be erected. For, under 
his plan, intending owners are not only 
ibled to absolutely limit the major 
rtion of their house-costs to a set 
sum, but the project is made still more 
attractive by reason of the relatively 
v prices at which houses, so erected, 
available, and also by the easy- 
payment arrangements which may be 
fected. 


A Typical Case 


One large mail-order house happens 

be a leader in this type of home- 
building service, and for purposes of 
illustration its plan may be briefly out- 
lined: 

Let it be assumed that the intending 
builder has become the owner of a 
$500 lot, and that he has $900 in cash 
vailable for immediate requirements. 
Let it further be assumed that, from 
the great variety of homes and prices 
ffered by the mail-order company, he 
decides to erect a house to cost $3,500 
omplete, not including lot, and that 
e wishes to complete his payments in 
ive years. 

His cost would then be as follows: 
Cost of lot, $500; cost of building ma- 
erial, $2,000; cost of freight, labor and 
nasonry material, $1,500. Total, $4,000. 


The Services Rendered 


In this transaction, the services ren- 
dered by the company would include 
(1) Shipment of material, $2,000. (2) 
Advance cash to help pay for construc- 
tion, $600. Total, $2,600. 

The builder would be required to (1) 
Show clear title to his building lot. 
(2) Send to the mail-order house, with 
his order, an advance payment, repre- 
senting a charge to cover expense of 
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Practical Plan Suggested 
for Medium-Priced Homes 


handling, examining title, drawing up 
legal papers, etc., $65 (2%% of the 
$2,600). (3) Make small payment of 
$26, or more, with interest, each month 
on the $2,600 due. (4) Install plumb- 
ing, including bathtub, closet and lava- 
tory where these are called for in the 
plans. 


Some Special Advantages 


Of course, intending home owners 
wishing to take advantage of a plan 
similar to this would have to satisfy 
the company in all respects as to their 
integrity and reliability. On the other 
hand, they would receive from the com- 
pany many highly desirable aids, such 
as assistance in selecting the contrac- 
tor, and also the financial aid shown 
above. In addition, the particular com- 
pany referred to places an unqualified 
guarantee behind its homes—a fact 


which will appeal to all who have had 
experience in the home-building field. 

Inquiry by the Home Building Page 
into the results obtained by individ- 
uals who have actually erected homes 
under auspices similar to those outlined 
above has indicated that a _ certain 
amount of preliminary planning and in- 
vestigation may be desirable before un- 
dertaking such a project. It has been 
found necessary to have ample land- 
space available, prior to actual fitting, 
on which to “store” the sections, as de- 
livered. It is also desirable to assure 
one’s self that the labor necessary to 
actual erection of such dwellings will be 
available at a reasonable price. A plain 
understanding with the intending con- 
tractor is also essential, unless, of 
course, the home builder intends to be 
his own contractor, in which latter 
event considerable skill and physical 
energy must be available. 





Building & Loan Associations 
Growing Fast 


Remarkable Increase 
in Size and Scope 


NVESTORS and home-builders alike 

—especially those who have been in- 

troduced to the “Building & Loan 
Idea” through the numerous B. & L. 
articles published here—will be inter- 
ested to learn that these institutions, 
both in number and scope, are among 
the fastest-growing in the American 
financial system. 

Last year, according to Secretary H. 
F. Cellarius, of the U. S. League, build- 
ing and loan associations in the several 
states increased their aggregate mem- 
bership by over one million members, 
surpassing the record of the previous 
year, which had been the banner year 
in their history. They also added 
nearly half a billion dollars to their as- 
sets. In his report to the League, the 
Secretary says: 

“There are now 10,009 associations 
in the United States with assets aggre- 
gating $3,342,530,953 and a total mem- 
bership of 6,864,144. The increase in 
membership for the year was 1,054,256, 
or a little over 18 per cent, and the in- 
crease in assets for the same period 
was $451,766,332, or a little less than 
16 per cent.” 


The growth in the popularity of our 
B. & L. Asociations is no surprise to 
those who have studied them and the 
part they play. As stated many times 
here, the B. & L. mortgage plan is one 
which has benefits peculiar to itself 
alone, while the B. & L. savings plan is 
also unique in the provisions it makes 
for the small depositor or shareholder. 
Home-builders as well as income build- 
ers were bound to take to the Building 
& Loan idea in growing numbers. 

A word of caution may be injected 
here, in respect of certain institutions 
masquerading as “building & loan as- 
sociations,” or claiming to operate on 
the B. & L. basis. Such institutions, 
frequently, have no just claim upon the 
confidence either of investors or home- 
builders, and should be regarded in the 
light of highly questionable enterprises, 
if nothing more. 

Indeed, to so great an extent has the 
success of the B. & L. plan attracted 
unreliable sharpers to the field, it might 
even be suggested that no relations be 
established with any self-styled asso- 
ciation until an impartial and penetrat- 
ing investigation has been made of it. 
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Judges Reach 
Decision in 
Prize Contest 


First Prize Awarded to 
Mrs. I. L. Pifer 


— 


ECISION has _ been 

reached, and may now 

be announced, as to the 
prize-winning manuscripts sub- 
mitted in our recent Prize 
Contest. 

The names of the prize win- 
ters are listed in the adjoining 
column. As the list shows, the 
First Prize is awarded to Mrs. 
Ida L. Pifer, a resident of 
Washingtor, D. C. The two 
second prizes (equal in value) 
go to Mr. Laurence J. Heller, 
also of Washington, and Mr. 
Joseph D. Goodman, of Phila- 
delphia, respectively. 

As was to be expected, the 
judges experienced no little 
difficulty in reaching a final 
decision in the matter. The 
high average of timeliness, sig- 
nificance and readability exhib- 
ited by manuscripts submitted 
in previous competitions was, 
if anything, raised in the cur- 
rent contest. However, the 
awards shown were finally 
agreed upon and according to 
the following basis: 

Articles were considered, 
first, from the standpoint of 
their appropriateness to the 
columns of this magazine. 
Those that qualified under this 
heading, were compared from 
the standpoints of (1) Breadth 
of Subject chosen, (2) Accu- 
racy, Originality and Reada- 
bility of Treatment. The 
choice having thus been nar- 
rowed down to relatively few 
of the great number of manu- 
scripts submitted, final awards 
were made in favor of articles 
which seemed calculated to 
prove of greatest practical sig- 
nificance to our readers. 

It is noteworthy that; for 
the second time in recent his- 
tory, first place in one of our 
Prize Contests has been won 
by a woman. In this connec- 
tion, remarks made in a pre- 
vious issue bear repetition: 
“From many points of view, 
no more desirable development 
could occur. What the 


1204 











Prize Contest Announcement 


The judges in the Prize Contest recently 
conducted by The Magazine of Wall 
Street announce the following awards: 
First Prize: 
Ida L. Pifer, Washington, D.C. 
“WOMEN AND THE STOCK MARKET” 


Second Prizes: 
Lawrence J. Heller, Washington, D.C. 
“ BUYING BUSINESS REAL ESTATE FOR PROFIT” 


Joseph D. etn Philadelphia, Pa. 
“THE SHORT SIDE OF THE MARKET” 


Honorable Mention: 
Milivoy S. Stanoyevich, Columbia University 
“RUSSIAN FINANCES UNDER THE BOLSHEVIK REGIME” 


Leonora Stubbs, ‘Wellington, Kansas 


“HOW TO THROTTLE MUNICIPAL EXTRAVAGENCE” 








woman of the race is capable 
of teaching, the youth of the 
race is most likely to learn. 
. Given, then, a tendency on 
woman’s part to take a more 
active interest in affairs finan- 
cial, and you improve the pros- 
pects for a more general ca- 
pacity for enterprise and sound 
judgment in the investment 
field. ... It is a satisfaction 
to think that some part of the 
greater interest women are 
taking in finance may be due 
to the frank encouragement 
offered in these columns.” 





Honorable mention is ac- 
corded two contestants, nota- 
bly Milivoy S. Stanoyevich, 
Ph.D., Lecturer in Columbia 
University, and Miss Lenora 
Stubbs of Wellington, Kansas. 

The editors take this oppor- 
tunity to again express their 
appreciation of the lively in- 
terest exhibited in the contest 
by our readers. A _ veritable 
mine of worth-while ideas has 
been uncovered which will be 
beneficial to all the Maga- 
zine’s constantly broadening 
circle in months to come. 





Points for Ieee Builders 


Definitions of Frequently 
Heard Financial Expressions 


HERE are corporations— 

and corporations. All are 

not necessarily formed 
for the same purpose, nor do 
they proceed about their busi- 
ness in the same way. Some 
of the better-known types in- 
clude : 


Close Corporation 


A “close corporation” is one 
whose stock is held by a few 
persons, generally under an 
agreement prohibiting the sale 
by any one of the few stock- 
holders to an outsider of any 
of the corporation’s stock 
which he holds without the 





knowledge and consent of the 
other holders. 

Corporations are formed on 
this basis in order that com- 
plete control may be restricted 
to the interested parties. 


Acceptance Corporation 


An “acceptance corporation” 
is one formed under a certain 
provision of the Federal Re- 
serve Act for the purpose of 
developing and extending cred- 
its in foreign trade. 


Civil Corporation 


Corporations are frequently 
formed for the purpose of dis- 





pensing charity, or under re- 
ligious auspices. To distin- 
guish other corporations from 
this type, the term “civil cor- 
poration” is applied. 


Eleemosynary Corporation 


A corporation formed solely 
for charitable purposes. 


Public Utility Corporation 


“Public Utility Corporation” 
is a classification given to a 
steadily growing number of 
business organisnis. In essence, 
it applies to those organisms 
engaged in supplying the pu)- 
lic with “necessities,” such 
the facilities of transportation, 
communication, light, heat, 
power, etc.; in fact, it is be- 
coming increasingly difficult to 
draw the line between what 
the public regards as Public 
Utility organisms and what 
really are that. Perhaps the 
most accurate definition of 
Public Utility Corporations 
would be “corporations deemed 
to be engaged in essential pub- 
lic service and controlled by 
special commissions, or other 
representative bodies, formed 
for the purpose of exercising 
that control.” 


Labor Corporation 


According to Crowell’s DIC- 
TIONARY OF BUSINESS 
AND FINANCE: 

“There is only one labor 
corporation—the Beech Grove 
Union Corporation. This cor 
poration undertakes by its 
charter, constitution and by- 
laws: to promote a greater 
efficiency of the individual 
workman; to increase the daily 
output of the individual; to in- 
crease the total production of 
the shop; to increase the proi- 
its of the employer; to estab- 
lish a flexible plan for deter- 
mining wages, on a basis whic! 
adjusts the earnings of both 
the employees and the em 
ployer to the number of unit 
of output rather than length 
of time worked; to increas 
the individual earnings of em- 
ployees by first raising the effi 
ciency of the whole organiza 
tion and reducing the produc- 
tion cost per unit of output 
This pioneer corporation ha: 
realized for its members bet- 
ter wages than the Railroad 
Labor Board could allow tc 
unions, and has done so by in- 
creasing shop efficiency 25 per 
cent, and thus reducing unit 
costs.” 

Food for thought, there. 


THE MAGAZINE OF WALL STREET 











Catechism 


Building Your Future Income 


Catechism 








The Investor’s Catechism 


A Guide-Book for Those Who Are 
Beginning to Build for Independence 


9.—As specific illustrations of “safe” 
investment mediums available to the small 
investor you have mentioned the Savings 
Bank and the Building & Loan Associa- 
tion. Is that all? 

A-— Not by any means. 

Next to the Savings Bank and the 
B & L Association, I offer you the United 
States Government security — Bonds, 
Notes or Certificates. These are avail- 
able in all denominations—they are as 
secure as the Rock of Gibralter—they 
ofier a good income return. 


O—Is there any choice between the 
various Government issues? That is to 
1y, is any one type better than another? 
A—lIn the abstract, no; in the concrete, 
y S 
The safety element in Liberty Bonds 
held to maturity is as great as that in 
Treasury Notes; in Treasury Notes, it is 
as great as in Treasury Certificates. All 
three types are unequivocally backed by 
the credit standing of the United States 
Government, and a default on any one is 
unimaginable. 

It so happens, however, that there is a 
distinct difference between the Bonds and 
the Certificates from the investor’s point 
of view: One is of the Fluctuating type; 
the other is Non-Fluctuating. Obviously 
during the period from now to maturity, 
the investor will find greater safety, in 
respect of his invested principal, in the 
non-fluctuating (Certificate) type. 


Q.—But Government Bonds do not fluc- 
tuate much, do they? Not enough, any- 
way, to make this difference between them 
ind Certificates very important? 


A.—Oh, yes they do. 


If you will turn back the pages of this 
Magazine you will find, in the advertising 
section, a graph on U. S. Government 
Bond averages. Note the average line 
for the year 1920: You will see that, at 
the low point in that year, the Average 
Price got down to a level only a little 
above 86. In other words, U. S. Gov- 
ernment Bonds sold at a discount of 
ilmost 14%! 

You can imagine how this depression 
must have affected some holders of the 
bonds. Suppose you, for example, had 
ibout $1,000 worth of the bonds: What 
would have been your emotions had you 
been forced to liquidate, towards the end 
of 1920, and discovered that, for your 
United States Government Bonds, the 
best you could get would be 86 cents on 
the dollar—or $860 on $1,000? Not very 
pleasant ! 

As a matter of fact, many thousands 
of people probably took heavy losses in 
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Government Bonds on account of this 
price decline, or others like it. There 
was a wave of liquidation after the war, 
which forced many to turn their liquid 
resources into cash, and those who num- 
bered Liberty Bonds among their princi- 
pal holdings—as many persons did— were, 
in the verbiage, out of luck. 


Q.—Why do Government Bonds fluctu- 
ate while Treasury Certificates do not? 

A.—Because of the differences existing 
between the two investment forms. The 
Bonds constitute a typical, long-term 
credit, may be bought and sold on a public 
exchange, and are subject to the influences 
affecting money rates in general. Treas- 


Q.—If the bonds are subject to fluctu- 
ation, there is as much chance of their 
going up as down, isn’t there? 

A.—It depends upon your point of view, 
so far as the immediate outlook is con- 
cerned. If you believe that the favorable 
factors in the bond and money markets 
today just about balance the unfavorable 
ones, and that tomorrow’s price-trend is 
a pure toss-up, then the chances are equal. 

Such does not often prove the case, 
however; and’ it never continues the case 
for long. The factors affecting security- 
prices are constantly changing, in nature 
and significance, and always trend toward 
an over-balance, in one direction or an- 
other. 

Liberty Bonds may have an even chance 
of moving up or down, today. Tomor- 
row, things may change. 

Therefore, unless you are willing and 
competent to keep constant watch of con- 
ditions, adjusting your holdings to con- 
form with same, or unless you intend 


ury Certificates, on the other hand, repre- 
sent short-term financing of a special 
order; they are not affected by the rates; 
they are not dealt in any public market; 
they are “pegged” at their issue-price, 
plus interest, by a standing offer of re- 
demption on these terms at any time dur- 
ing their life. 


holding the Bonds to maturity, it might 
be the wiser course for you to leave the 
Bonds alone and purchase the Certificates. 

You can buy the Bonds through any 
broker. You can buy the Certificates 


through any bank, 
(To be continued) 


ap 
——_— 


‘‘Buy Certificates with Liberty Bond 
Interest!”’ 


Savings Director Suggests 
This Course to Bondholders 





N a statement made especially to BUILDING YOUR FUTURE IN- 
COME, R. H. Roraback, U. S. Director of Savings in the Second 
Federal Reserve District, advises all holders of the Fourth Liberty 

Loan and Treasury bonds of 1947-52 to re-invest interest received from 
same on October 15th in Treasury Savings Certificates. 


“The disbursement by the Treasury Department as of October 
15th,” says Mr. Roraback, “‘on account of semi-annual interest on the 
Fourth Liberties totals $151,000,000. Approximately $47,000,000 of 


this huge sum will be received by investors in the Second Federal Re- 
serve District. 


“For re-investment of the interest money thus disbursed, attention 
may be called to the United States Treasury Savings Certificates, which, 
because of their convenience and safety, are a favorite form of re-invest- 


ment for interest money. 


“The certificates are issued in three denominations of $1,000, $100 
and $25 and are available at post offices and the Federal Reserve Bank 
of New York on a discount basis at prices of $820, $82 and $20.50 
respectively. They run for five years or may be redeemed at any time 


on demand, with interest.” 
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Public Utilities 


The Effect of Bus Operations on 
Electric Railway Earnings 


A Description of Recent Happenings in the Street Rail- 
way World and What They May Mean to Investors 


NNOUNCEMENT made at the At- 
A lantic City Convention of the Amer- 
ican Electric Railway Association, 
October 8-13, that the Association recom- 
mended the coordination of the motor 
bus with the electric railway, is of vital 
interest to holders of their securities. 
The report of the Committee on Motor 


By FRANK L. GEORGE 


Bus Operation shows there are now about 
100 electric railway companies in the 
United States operating 1,000 motor 
busses. From contacts made at the con- 
vention, it is very probable the electric 
companies will have more than double 
this number in service before their next 
meeting. 








Traction Companies That Operate Bus Lines 
(6 to less than 100 busses) 


Northern Ohio Traction Co., Akron, Ohio. 

The Connecticut Company, New Haven, Conn. 

The United Electric Railways Co., Providence, R. I. 
The Pennsylvania & Ohio Electric Co., Youngstown, O. 
The Municipal Railways, Youngstown, Ohio. 

The Washington Ry. & Elec. Co., Washington, D. C. 
The Rockford & Interurban Line, Rockford, Ill. 

The San Francisco Terminal Railway, Oakland, Cal. 
The Municipal Railways Co., San Francisco, Cal. 

The Chicago, North Shore & Milwaukee R. R., Chicago. 
Boston Elevated Railway Company, Boston. 

United Railway & Electric Co., Baltimore, Md. 

The Capitol Traction Co., Washington, D. C. 

Public Service Railways, Newark, N. J. 

Beaver Valley Traction Co., East Liverpool, O. 
Louisville Railway Co., Louisville, Ky. 

Northern Texas Traction Company, Fort Worth, Texas. 
Youngstown & Suburban Rys., Youngstown, O. 

Sioux Falls Traction System, Sioux Falls, S$. D. 

Eastern Wisconsin Electric Co., Oshkosh, Wis. 
Metropolitan West Side Elevated Ry. Co., (Subsidiary Chicago 


Elevated Co.) , Chicago. 


Newburgh Public Service Corporation, Newburgh, N. Y. 
Des Moines Street Railway, Des Moines, Iowa. 
Pacific Northwest Traction Co., Everett, Wash. (Stone & Webster 


subsidiary). 


Eastern Mass. St. Ry. Co., Boston. 


Chicago, South Bend & Northern Ind. Ry., South Bend, Ind. 
International Railway Co., Buffalo, N. Y. 

Aronamich Transportation Co., Philadelphia. 

Trenton & Mercer County Traction Co., Trenton, N. J. 
Northern Transit Co., Akron, Ohio. 

Cleveland & Eastern Ry., Cleveland, Ohio. 

Saginaw Transit Co., Saginaw, Mich. (Co-ordinated lines). 
Rochester Railways Co-ordinated Bus Lines, Rochester. 

New York State Railways, Rochester, N. Y. 








Including garage costs, parts stocks, 
uniforms for men, and the gas motor ve- 
hicles themselves, this will mean a total 
investment in motor busses exceeding 
$25,000,000 will be made by the electric 
railways before January 1, 1925. 


A Significant Step 


While this is a small sum compared to 
the total of electric rail investment of 
$5,500,000,000, it is a significant item to 
be paid largely for new rolling stock. 

The important thing, however, is the 
benefit which will come from this adop- 
tion of the bus. 

Not a small benefit reported by many 
of the companies is the increase in good 
will which the use of the bus has brought 
about; but the all-essential fact is that 
in most cases the application of coordi- 
nated bus service has increased gross 
earnings. Services have not yet clearly 
proven the results which will come to net 
earnings. 

That net earnings of these railways 
will be further augmented as the service 
is extended is fully assured by the ten- 
dency of the electric operator to install 
what is known as “De Luxe” service 
paralleling his own lines as well as for 
long distance and outlying feeder trans- 
port. 

For this De Luxe Motor Coach service 
the public are perfectly willing to pay 4 
high rate of fare as it effects such large 
economies over private motor-car opera- 
tion that even the 3 and 4 cent per mile 
passenger rates, and the 10-cent minimum 
bus fare, are low in comparison. 

These De Luxe Motor Coaches are 
beautiful 2l-passenger vehicles much re- 
sembling an enlarged Limousine; they are 
beautifully upholstered in leather or plush 
and the rear section is separated from 
the front in many of these vehicles so as 
to provide a smoking compartment in the 
North and a “Jim Crow” section when 
the operation is south of the Mason and 
Dixon line. 

Up to the present time most of this 
type of operation has been confined to the 
West, although a line of three vehicles 
has been running between Bridgeport and 
Waterbury for nearly a year. 

The most mteresting case to date of 
the use of this type of equipment is at 
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Youngstown, Ohio, where the Pennsyl- 
yania and Ohio Company operate two 
lines of these motor busses or “coaches” 
as the “De Luxe” vehicle is called. 

These lines parallel their own electric 
rail service, and the fare rate of the mo- 
tor coach service is 45 cents for the trip 

tween Youngstown and Warren as 

mpared with a 22 cent ticket rate for 
electric service. 

They also operate between Youngstown 
nd Sharon where the difference between 

rail and the coach fare is slightly less 
proportion than on the Youngstown- 
irren service. 

he Youngstown-Warren line has now 

n in service 14 months, and from 

fits earned has practically wiped out 

original capital investment for the 
cuipment as well as paid for its mainte- 
nee, provided no apportionment is made 

aid in retirement of the rail invest- 
sent which it parallels. 

In this particular instance the patronage 

the electric cars has slightly increased 
over the period prior to the operation of 
the busses. 

The manager of the property at 
Youngstown, commenting on the situa- 
tion, says: “Evidently, then, the coach 
business created a new traffic represent- 
ing in excess of $10,000 gross additional 
for the two lines, or a 33% increase over 
previously existing traffic.” 

These coaches of the P. & O. Co. are 
maintained on a perfection basis, each 
coach being “chamoised” each night and 
the interiors are carefully cleaned by 
vacuum and sweeping process. All oper- 
ating parts and mechanism also receive 
complete daily inspection. By this means, 
Manager Graham says, he feels the de- 
preciation of 25% per year, which they 
are charging on the equipment, is ample. 
\s the life of the chassis and body struc- 
ture is naturally much greater than four 
years, some of these bus chassis having 
established records of over 500,000 miles 

service, the potential for profit to the 
railway is much greater from its bus ser- 
vice than from its electric car. 


Coordinated Rail and Bus Lines 


Of course, there is a situation develop- 
ig in some communities served by co- 
ordinated rail and motor lines which must 
be watched very carefully to conserve the 
iterests of the stock and bondholder 
owning the properties. 

Where the service demanded is not suf- 
ficient to require the use of the electric 
ar at all as, for instance, at Newburgh, 
New York, and Everett, Wash, where 
practically all of the electric car service 
has been discontinued it is very essential 
that the owners and managers of the 
properties see to it that the Public Utility 
Commission or the local commission or 
council grant them the privilege to charge 
a fare for the bus operation which will 
not only take care of the proper mainte- 
nance, amortization, garaging and other 
operating costs, as well as pay for all 
overhead and investment return; but 
which will enable the operating company 
to gradually accumulate a surplus com- 
pletely sufficient to eventually retire all 
outstanding stocks and bonds issued 
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One of the 44 “De Luxe” Busses operated by the Milwaukee Electric Co. 


against the rail line, as well as a reason- 
able interest earning on the investment 
during the period of bus operation which 
will exist before the funds accumulate for 
the retirement. 

This may seem unreasonable to some 
commissioners; but they must be im- 
pressed with the fact that the electric line 
certainly has some vested rights in the 
premises from the very fact that it ex- 
ists there, and, if the demand of the pub- 
lic for rubber transport has made a 
change necessary, the public must be rea- 
sonable and not attempt confiscation. 

A majority of the men at the Atlantic 
City Convention predicted “good times” 
for the electric lines for the coming year. 
Claus Spreckels, vice-president and gen- 
eral manager of the San Diego, Cal. 
Elec. Ry. Co. was especially enthusiastic 
over the facts he said he had gleaned 
at the meeting which clearly indicated 
that publc sentiment was changing and 
had become more favorable to reasonable 
earnings for the electrics; but he called 
attention to the fact that the electric rail- 
ways alone had carried approximately 
15,000,000,000 passengers the past year. 

Mr. C. D. Emmons, President of the 
Association, predicted bright prospects 
for the electric railway industry, explain- 
ing why they were indispensable to the 
public. 

The important part which the motor 
bus will play in affecting the earnings of 
the electric railway in the future was 
clearly shown by the apportionment of 
space for the bus display on the Young's 
Pier which this year was 22% of the to- 
tal as against 11% of the total at Chicago 
last year. 

Two companies were reported as oper- 
ating approximately 100 busses and 
coaches each; the Pacific Electric Co. and 
the Los Angeles Railway Co. running a 
coordinated and joint service, and the 
Milwaukee Electric Ry. Light & Power 
Company. 

The Milwaukee line, which is a sub- 
sidiary of the North American Co., have 
the largest operation in the country by 


mileage, running over 600 miles of co- 
ordinated bus lines and interurban ser- 
vice lines completely motor-bus equipped, 
and giving daily regular schedule service. 

Companies’ operating more than six mo- 
tor busses, and less than 100 each in co- 
ordinated service, are listed in the accom- 
panying table: 

A majority of these companies are at 
present operating only 25-passenger pay 
enter types of busses (as illustrated on 
page 49 of May 12th issue of THe Mac- 
AZINE OF WALL Srreetr). These are in 
service as feeders and for extensions to 
stub ends of lines, generally speaking, 
although there are a number of com- 
panies who have coordinated parallel 
operation. 

For instance, speaking of their opera- 
tion at the Atlantic City meeting, Mr. D. 
W. Pontius, vice-president and general 
manager of the Public Electric Railway 
Co., said in part: 

“In addition to the bus service installed 
in Pasadena and Los Angeles, the Pacific 
Electric is now operating feeder or aux- 
iliary bus lines as a part of its railway 
system in the cities of Santa Ana, Alham- 
bra, Beverly Hills, Glendale, San Bernar- 
dino and Redlands, and within the next 
six months we shall have in operation 50 
busses as feeders to our interurban sys- 
tem.” 

Speaking of the Hollywood operation, 
he said, “The through bus fare over the 
routes named is 10 cents, carrying with 
this fare the privilege of transferring to 
the street car lines of either the Pacific 
Electric or the Los Angeles Ry.” 

He said they had purchased passenger 
and freight equipment during the past 
year to the extent of $6,000,000, and that 
they have made a better showing during 
the past year than at any time since placed 
in operation. 


Value of Bus Operation 


In considering the value of the motor 
bus to the electric lines, there are several 
items of special interest. Bus operation 

(Please turn to page 1248) 
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The Traction Rate Muddle 
in New Jersey 


Country’s Second Biggest Public Utility Faces Period of Un- 
certain Earnings—Steady Growth of Other Sections of Traffic 


HE Public Service 

Corporation of New 

Jersey is, next to 
the Consolidated Gas Co. 
of New York, probably 
the biggest public utility 
holding company in the 
United States. Its sub- 
sidiaries serve over 2% 
millions of people in the 
State of New Jersey, in- 
cluding about 80% of 
the population and about 
a third of the area. 

The company was organized in 1903 
under a perpetual charter granted by its 
home state as a consolidation of a large 
number of small competing public utlity 
companies, and a few years thereafter 
started paying dividends on its common, 
which it has never interrupted since, 
though the rate has varied widely from 
time to time. With the growth of its 
business it has had to change its capi- 
talization to supply increased working 
capital and funds for expansion. 

At present, it has outstanding 200.5 mil- 
lions of funded debt, including the obliga- 
tions of its subsidiaries; 18.4 millions of 
an 8% preferred issue, 4 millions of a 
7% preferred, and will probably issue 
some time soon part of the 25 millions 
of a 6% issue which were authorized in 
April of this year. The common stock 
at the same time, amounting to 30 mil- 
lions of $100 par stock, was split into 
600,000 shares of no par common, two 
shares of new no par stock being issued 
for each old $100 share. 


Type of Capitalization an Advantage 


As the preferred issues are all cumula- 
tive, it can be seen that the company has 
outstanding a total of nearly 230 millions 
of securities on which payments are obli- 
gatory, against 30 millions of common, 
which is an unusually high proportion of 
funded debt. The result is that relatively 
small fluctuations in net income will tend 
to cause relatively large fluctuations in 
the earnings per share of common, as 
the accompanying figures indicate. In the 
past, however, as the trend of earnings 
has been upward, this has meant that the 
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In recent years, the earnings of the 
company from its traction business have 
amounted to about 10% of its total in- 
come, and that from gas and electric bus- 
iness to about 90%; for the past ten 
years as a whole, traction earnings were 
about 20%, and gas and electric earnings 
about 80% of the net. The figures of 
growth of traffic indicate that traction 
business has stood relatively still, while 
gas and electric traffic has been steadily 
increasing. 

To some extent, this is because North- 
ern New Jersey, where by far the largest 
part of the company’s business is done, 
is a heavily industrialized area. Because 
of its proximity to the Atlantic coast and 
New York harbor, it was intensively util- 
ized during the war for the manufac- 
ture of munitions, and an extraordinary 
amount of traction traffic was developed 
then, which has not been equalled since, 
now that the munitions workers have been 
disbanded. The increased consumption 
of gas and electricity, on the other hand, 
has been that of every growing com- 
munity and has not reached its end as yet. 

While the traction business is thus the 
smallest of the three main divisions of 
the company’s operations, it has presented 
certain unusual complications of consid- 
erable public interest. When the street- 
car operators went out on strike for 
higher wages on August 1 of this year, a 
large number of small independent bus 
operators rushed in to fill the public need 
for transportation. To settle the strike, 
the company offered to absorb these bus 
lines and continue to operate them, retain- 
ing the former bus drivers in its employ- 


ment in some capacity or other, and at 
the same time asked the Public Utilities 
Commission for an increase in the mini- 
mum zone fare from 8 cents to 10 cents, 
The Public Utilities Commission countered 
with a proposal to install a 5-cent rate 
for trips within the principal cities which 
made longer rides more costly, as the 
passenger was obliged to pay both the 
5-cent rate within the city and the 8-cent 
rate on passing the first zone, which was 
usually not far from the city limit. 

In addition, a petition is pending be- 
fore the Public Service Commission of 
New Jersey to reduce the rate per zone 
from 8 to 7 cents, while there is a group 
which is willing to grant the increase 
from 5 to 10 cents for intra-city trips, 
but wants to have the initial 10-cent fare 
cover the entire first zone, both within 
and beyond the city limits. In the mean- 
time the company has granted wage in- 
creases to its employees, and very prop- 
erly points out that its gross income must 
be increased to enable it to earn a fair 
return on its valuation, as its operating 
costs have been increased. The trolleys 
have been back in service since the end 
of September. 


Temporary Settlement 


The situation has been settled tempo- 
rarily by leaving things as they are, on 
the basis of 5 cents for the first fare and 
8 cents for each successive zone, for a 
four-months trial period ending next Jan- 
uary. At that time it will be determined 
whether the company can earn a reason- 

(Please turn to page 1235) 
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(In Million $) 


GROWTH OF VARIOUS CLASSES OF TRAFFIC 
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87.15 440.7 
136 8686148 
477.0 451.2 


common has received an unusually large 
part of the increase in the form of earn- 
ings per share, and as this upward ten- 
dency is still noticeable, the topheavy capi- 
talization may be considered a benefit 
rather than a disadvantage. 
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Electricity (millions of kw-hours).. 
Gas (billions of cu. ft.) 
Traction (millions of passengers)... 


432.1 
16.6 
435.7 


505.8 
16.5 
453.5 


442.6 
149 
896.7 

















THE MAGAZINE OF WALL STREET 








Seventeenth Lesson 





Operating With a Close Stop 


LMOST every amateur trader 
A has at some time received the 
~~ advice, “Cut your losses short and 
let your profits run.” He has been 
assured that if he will follow this rule 
he will surely succeed. Quite true if 
he uses the rule wisely, but the best 
f advice is useless to one who is un- 

le to make use of it intelligently, and 
what chance has an experienced trader 
to apply one general rule successfully 
when he may be violating several 
other rules that must be observed at 
the same time. Turning an inexperi- 
enced trader loose with a margin ac- 
count and the above-mentioned rule is 
about as safe as placing a man with no 
knowledge of navigation in charge of 
a vessel equipped with the instruments 
necessary to determine his bearings. 
One will wreck the account and the 
other will wreck the vessel. 


Applying Good Rules 

Suppose our trader starts out con- 
fidently with determination to cut his 
losses short. It is quite possible that 
it the end of his first ten trades he 
will find that he has been eminently 
successful in cutting short the losses 
on every one of them but that he has 
not had a single chance to let any of 
his profits run—except into the well- 
regulated loss. If there is one thing 
that our young speculator has demon- 
strated, it is that one good rule does 
not make a successful trader. In fact, 
all of the good rules will not make a 
trader unless he knows how to apply 
them, and he can learn this only 
through personal experience and care- 
ful study of the experiences of others. 

In all probability, our trader has ob- 
served most carefully the rule about 
placing stops to limit his losses, but 
at the same time his violation of some 
other rule, say the one about aot buy- 
ing on bulges, may have been flagrant, 
owing to the fact, perhaps, that he 
has read too much propaganda and not 
enough tape. 

In other words, close stops are 
worse than useless unless the trade is 
opened at the psychological moment. 
This means that a stock may be pur- 
chased safely with a close stop only 
as its upward movement gets under 
way, following the completion of all 
fluctuations preliminary to the actual 
marking-up process, or very close to a 
well-defined level of support which 
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may make the lower side of a zone of 
accumulation. In the latter case, how- 
ever, it might be necessary to hold the 
stock several days or weeks before 
the expected advance takes place, for 
it is difficult to determine how many 
times the price will drop back to the 
supporting level before it starts on its 
upward swing. Similar reasoning ap- 
plies to the short side. 

One of our students has advised us 
that he usually trades with one-point 
stop orders. His idea is that if he is 
wrong, it is better to be wrong for a 
point than to be stung for several 
points while hanging on with the hope 
of coming out even. He aims to fol- 
low the trend of the market, trade on 
either side, and avoid buying on bulges 
or selling in declines. How easy this 
sounds, yet how few have the courage 
and decision to act on their convic- 
tions! 


Conditions That Must Be Understood 


In trading with a close stop it is 
necessary to appreciate the conditions 
whereunder it may be used with high 
probability of success. In general, op- 
erations should be confined to the most 
active stocks which have a broad mar- 
ket, and commitments should be made 
only when it seems apparent from the 
tape that a move is getting under way. 
Sometimes these moves can be ob- 
served far enough in advance to give 
the trader considerable advantage. For 
example, it may be observed that day 
after day, for two or three weeks, the 
price of a stock pounds against a cer- 
tain low level that appears to mark 
temporary support, until it finally 
breaks through and makes a new low 
price. This may be the opportune mo- 


ment to sell it short, for by its new 
weakness it may touch off numerous 
stop-loss orders placed below the old 
supporting level, or its action may in- 
duce liquidation on the part of holders 
who have not been concerned over its 
previous behavior. Under such pres- 
sure, the issue may slide five, ten or 
fifteen points before it encounters sup- 
port on the part of buyers who are 
willing to begin accumulating it under 
the circumstances surrounding the is- 
sue at the time. 

In operations of this character, it is 
manifestly advisable to give all buy- 
ing or selling orders “at the market.” 
Otherwise one might stipulate a price 
that is not touched by the stock prior 
to its final plunge, or advance, as the 
case may be, and find himself without 
a commitment during a move that 
might have been very profitable. If a 
man desires to get in or out of the 
market, and be sure about it, he should 
do so at prevailing quotations, and not 
be disposed to quibble over fractions 
while points may be running away. 


How One Trader Uses the “Stop” 


One trader who uses the one-point 
stop to limit his losses, follows the 
practice of moving his stop, as soon as 
the stock gets away from his net cost 
or selling price, so that his trade can- 
not show a loss in any event. If the 
trade continues to go in his favor, he 
follows it with the stop at a reason- 
able distance until it has a quick bulge 
or looks “toppy,” whereupon he closes 
out the trade. 

By trading in only one or two stocks 
at a time, the trader can concentrate 
his attention and become so familiar 

(Please turn to page 1248) 








7 HE use of the close stop in market operations involves an expert 

knowledge of the peculiarities not only of market action under 
certain conditions, but an understanding of the idyosyncracies of 
individual stocks. A great deal of hazard is attached to the use of 
this type of stop order, a fact which is brought out by this article. 
Students should make a careful study of the points made in order 
to familiarize themselves with the unusual problems connected 
with this phase of market operation. 














Petroleum 


An Investment View of the 
Pipe-Line Business 


Why Do Yields on Standard Pipe-Line Stocks 
Range From Eight to Ten Per Cent?—Effect of 


California Production on Oil Carriers’ 


HE standard pipe-line stocks have in 
T the past shared with the Standard 

Oil securities the characteristics of 
relatively high price, secrecy as to oper- 
ations, and high earning power with little 
public speculative interest. On one im- 
portant point, however, they have differed 
widely—whereas Standard Oil stocks have 
usually sold to yield less than the average 
sound industrial stock, the pipe-lines have 
usually sold to yield more, and sometimes 
considerably more. 

The question for the investor is whether 
these high yields, which are continued 
right down to the present time, are justi- 
fied by the nature of the business, or 
whether they are simply market accidents, 
like the yields obtainable in the past on 
American Tobacco common and some 
other high-grade issues. 

The business itself is probably the least 
speculative branch of the oil industry. It 
consists simply of the pumping of oil from 
the wells through gathering and trunk 
lines into refineries. About 50,000 miles 
of pipe-line are so used in the United 
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States, running six or more inches in 
diameter, and equipped with auxiliary 
storage facilities, pumps, and telephone 
and telegraph systems to send warning in 
case of accident to the lines. 

In some respects, the pipe-line business 
resembles the railroad business— its field 
is transcontinental, it is engaged in trans- 
portation as a common carrier, and as 
such is subject to the Interstate Commerce 
Commission, at least in theory.’ As a 
matter of fact the pipe-line companies 
simply file their rates, or changes in rates, 
with the commission which has never yet 
intervened in a single instance against the 
interests of the pipe-line companies. 

The differences between railroading and 
oil piping are important, however, for the 
investor to consider. In the first place, 
pipe lines carry only a single commodity— 
crude oil, not even diversified with refined 
oil products—against the great diversity 
of commodities which the railroads carry. 
Railroad traffic is therefore more stable 
intrinsically than pipe-line business, since, 
on the railroads, a slump in the activity of 
one commodity 
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may be compen- 
sated for by a re- 
vival in another, 
but when crude 
oil traffic goes 
down, the pipe- 
lines have no al- 
ternative. Another 
important point of 
difference is that 
railroads, when 
well managed, 
carry freight in 
both directions, 
and so make dou- 
ble freight earn- 
ings, while pipe- 
lines carry oil in 
one direction only, 
to the refinery, 
and so have no 
favorable “load 
factor.” 

On the other 
hand, the  pipe- 
lines have certain 
advantages over 
the railroads as 











THE EASTERN PIPE LINE SYSTEM 


money-makers. 


Business 


Where the railroads have to deal with 
a multitude of shippers and consignee 
ready to make complaints and ask for 
lower rates at any time, the pipe-line 
deal with a relatively small number oi 
producers and a very small number of 
refineries, and so there is comparatively) 
little friction, in a business way. 

Another advantage which the pipe-lines 
enjoy is their freedom from deleteriou: 
competition, since they were originally 
built by the Standard Oil interests as a 
unit, with no competing parts. There is 
little likelihood of serious competitior 
cropping up in the future, because of the 
high cost of building new lines compared 
with the low prices prevailing twenty to 
forty years ago, when the greater part of 
the existing systems were built, and be- 
cause of the close connections between the 
lines and a number of the refineries to 
which they run. It is not expected that 
there will be much building of new re 
fineries for some time to come, as it is 
believed there is a considerable excess of 
refining capacity in the United States 
already. 

The pipe-line business cannot there- 
fore be considered in the light of a 
growing industry, but rather, again like 
the railroads, as one which performs 
an essential function in transportation 
and, under favorable circumstances, 
has made and is capable of making 
much money. 

The great increase in California pro- 
duction in the last year has been, on the 
whole, unfavorable to the earnings of the 
pipe-line companies. To the extent that 
it has come in tankers by an all-water 
route from Los Angeles to the Atlantic 
seaboard, it has displaced an equivalent 
amount of Mid-Continent oil which used 
to be piped overland to the Atlantic coast. 
This traffic was formerly very profitable, 
as it was all long-haul business at good 
rates with relatively low operating costs. 

At the same time, the pipe-lines’ traffic 
to interior refineries has been but little 
affected, as it would uneconomical for 
California oil to enter into competition 
there after being shipped all-water from 
Los Angeles to Bayonne, say, and then 
through pipe-lines with reversed pumping 
toward interior points. The gathering 
lines and those dealing with interior re- 
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THREE LEADING PIPE-LINE COMPANIES COMPARED 
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ies, doing mostly a short-haul busi- 
have therefore come out in better 
e, relatively, from California com- 
tion than those trunk-lines which 
ierly did a heavy long-haul business 
) interior fields to seaboard refineries. 
s point, of course, is of considerable 
ortance to the investor in determining 
what pipe-line stock to put his money. 
qually important, perhaps, is the 
icy of the companies in regard to 
lend payments. Most of them have 
themselves free to pay out much the 
ger portion of their earnings to their 
‘kholders. Costs consist largely of 
nping labor and materials, which do not 
increase much as the volume of oil pumped 
increases. Amortization of plant and 
ipment plays a small role, as the com- 
nies are so old and have made so much 
ney in the past, on relatively small 
italization, that this item may be con- 
ered to have been taken care of already. 
Another factor which often deters com- 
nies with good earning power from 
ing very generous to their stockholders, 
he need of making replacements, is also 
insignificant in the case of the pipe-lines. 
e material and equipment used is, on 
the whole, very durable; the pipe-lines, 
<cept for some gathering lines, are buried 
in the ground, and an excellent system of 
telegraphic signals gives quick notice of 
y need for repairs. 


Financing Methods 


Even when new fields are discovered, 
out-of-the-way territory, which need 
the installation of new pipe-lines, the usual 
method of financing relieves the trans- 
wrtation company of the burden of capi- 
il investment and risk. When a pro- 
lucer strikes oil in a fresh field and wants 
a pipe-line extended to his wells, the com- 
any does so, but the producer has to ad- 
vance the money for it. This is then 
amortized by a charge per barrel on all 
oil pumped through the new line for the 
irst few years, at the end of which time 
the loan is paid off by the pipe-line com- 
pany and the new line passes into its 
possession. In this way, should the new 
field give out in a few years, as happens 
in shallow-sand districts, for instance, the 
pipe-line is protected and the producer 
stands a loss equivalent to the difference 
between the cost of the line and the 
amount refunded by the pipe-line com- 
pany out of the amortization fund created 
by the pumping charge per barrel on the 
oil pumped during the period when pro- 
duction was being maintained. 
It is clear that this method, beside 
removing the risk from new exten- 
sions, also lifts the burden of financ- 
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ing from the pipe-line company, and 
therefore enables them to get along 
with a smaller working capital than 
if some other method were used; in- 
cidentally, it enables the companies to 
pay out a larger proportion of their 
earnings as dividends to stockholders. 

Changes in rates have been infrequent 
in the past. After the United States Su- 
preme Court held that the companies were 
common carriers, in 1914, there was a 
general tendency to cut rates which led 
to a long slow decline in earnings until 
1919, when an upward trend appeared, 
due to the rising costs of materials and 
wages. In the last few years the trend 
has been irregular, leaving rates well 
below tank-car railroad rates and on a 


<> 


competitive basis with regard to tanker 
rates. 

From the financial point of view, it is 
worth noticing also that the old-line com- 
panies have been financed exclusively by 
the sale of common stock, having no 
preferred stock or bonds preceding them. 
This leaves all net earnings available for 
the common stockholders, and is partly 
accountable for the excellent dividend 
records of most of these companies. 

Three of the largest of these companies 
will be examined in greater detail in the 
following paragraphs, although, in view 
of current market conditions, buying 
recommendations are suspended for the 
time being. 


PRAIRIE PIPE-LINE CO. 


This is the largest pipe-line company 
in the country, operating 10,363 miles of 
pipe-line, or nearly 20% of the country’s 
total. It was organized in 1915 to take 
over the pipe-line business of the Prairie 
Oil & Gas Co., and its stock was distri- 
buted to Prairie Oil & Gas stockholders. 
It gathers oil from practically every field 
of importance in Oklahoma, Kansas and 
North and Central Texas, and sends it 
through trunk lines to Indiana and 

(Please turn to page 1247) 





A Letter from Our Oil Man 


Describing Recent Conditions in the Oil Field 


October 3, 1923. 

SEE that “Uncle John” is commenc- 

ing to gather the poor ones into the 

fold. The purchase of the proper. 
ties of Waite Phillips, the brother of 
Frank Phillips who is head of the Phil- 
lips Petroleum Co., by the Ohio Oil Co., 
was made at a bargain price. I under- 
stand that the price paid was $5,000,000 
cash for about 10,000 barrels production 
or at the rate of $500 per barrel. This 
is about one-third of the price that such 
property moved at eight months ago. I 
also understand that this figure will not 
pay all of Mr. Phillips’ indebtedness. For 
your information, Mr. Phillips was the 
largest individual operator in this coun- 
t 


ry. 
The Middle States also sold their best 
producing property to the Magnolia, and 
I believe that this is the beginning of the 


end of Middle States. This property was 
their biggest single asset, and was a valu- 
able property. The price received for this 
was far below its worth. 

I believe that we should change our 
opinion of Producers and Refiners. They 
have apparently overreached themselves 
in Wyoming and have taken on some con- 
tracts for delivery of crude far beyond 
their capacity to produce. I understand 
that these contracts are absolutely bind- 
ing, and if so, they will cause Producers 
and Refiners to sustain quite a loss in 
fulfilling them. In addition, they have 
gotten in wrong with the Big Boys in 
Wyoming in not living up to their agree- 
ment as to pro-rating production in that 
territory, and this will not help them any 
in the long run. I also hear that they 
are very hard up for cash. Would recom- 


mend any one holding this stock to switch 
to some other more promising invest- 
ment. 

The oil situation seems to be on the 
mend fundamentally. The prices of gaso- 
line, wholesale, have increased a cent in 
the last three weeks, and the effect of 
the shutting down of the refineries in the 
Mid-Continent apparently is begining to 
be felt in the available supplies. While I 
am rather dubious of witnessing an in- 
creasing price in a period of diminishing 
consumption, I believe that the bottom 
has been reached, and if the operators of 
refineries in this territory do not go crazy 
in increasing the amount of gasoline 
made that we will see a fairly steady 
market. 

The production in California is still 
declining, and, as I have previously ex- 
pressed myself, I believe the peak has 
been passed as to production in that 
State. I believe that the decline will be 
fairly rapid, in fact more so than has 
been generally anticipated. 

I understand that the Prairie has been 
lifting the pro-rating of runs in Okla- 
homa, although nothing to this effect has 
been announced, but it never has been 
their policy to make such announcements, 
but they just go ahead taking a little 
more of the oil and making new connec- 
tions and say nothing. I understand that 
they have increased the amount of oil 
they are taking from old connections and 
have been making some new ones. If this 
continues to be the case, it is probable 
that the bottom of crude prices has been 
reached. 

Yours, 
J. G. Swartz. 
1977 





Can the Smaller Coppers Stay 


in Business? 


Trade Situation Favors Curtailment of Output by Higher- 
Cost Producers—A Comparison of Business Outlook and Prices 


OLDERS and prospective purchasers 
H of the stocks of the smaller copper 

mining companies are now facing 
a peculiarly critical time in their industry. 
The next few months, according to the 
most expert trade opinion, will separate 
the sheep from the goats—those who can 
from those who cannot make money on 
a copper market below 13 cents. 

That the copper industry is facing 
trouble is seen from the decline in prices 
to the lowest figure since May of last 
year; the accumulation of surplus stocks, 
now estimated at 250 million pounds, and 
being steadily increased; the declining 
consumption at home, the lack of im- 
provement in European buying, and the 
competition on the world market of the 
new large supplies of copper from Africa 
and South America, a large part of which 
passes through American smelters on its 
way to final consumption. 

What the situation comes to is that low- 
cost copper from countries of cheap labor 
costs is coming into the market to re- 
place high-cost copper. In the first eight 
months of this year, there were imported 
into this country 226,957 tons of cop- 
per metal, or more than in any full year 
previously. 

A Remedy? 

The indicated remedy for a situation of 
this sort is a curtailment of production, 
such as was forced on the industry in 
1921, and lasted sporadically until well 
into 1922. Many of the larger companies 
are themselves interested in foreign low- 
cost mines, such as Anaconda with its 
Chile interests, Kennecott with its Braden 
properties, and the larger smelting com- 
panies doing a custom trade in copper 
smelted from foreign ores. 

The reduction in output will, therefore, 
have to come from the smaller American 
companies whose costs do not enable 
them to continue in operation when cop- 
per sells below 13 cents a pound. They 
will not necessarily close down at once, 
since up to a certain limit it pays a mining 
company to continue production, even at 
a loss, rather than incur the expenses of 
a shut-down. Among the latter are main- 
tenance, indispensable overhead charges, 
and loss of operating personnel and trade 
connections. The importance of the last 
two items was not realized by several 
companies which shut down in 1921, and 
found great difficulty in getting back into 
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© Ewing Galloway 
The queer looking object in the center of this photograph, which looks like a 


relief map, is a huge piece of copper in a Northern Michigan mine. 


This big 


piece of metal had to be cut out with an acetylene torch 


business when they decided to resume. 
For all these reasons, some copper may 
be expected to be produced in the next 
few months at a loss. 

No business can be continued very long 
on this basis, however, and the tendency 
toward curtailment should make itself 
felt more strongly as accumulation of 
stocks of unsold copper increases and 
foreign copper continues flooding the 
market while consumption remains in- 
active. 

The question for the man interested in 
the smaller coppers is, therefore, what is 
their cost of production? Will they be 
among the high-cost mines who will be 
compelled to quit the game first? 

The following four analyses cover four 
different types of copper mine—a domestic 
vein, a domestic porphyry, a foreign vein, 
and a foreign porphyry. 


GRANBY Granby’s operating 
CONSOLIDATED progress in the 

: past three years 
has been one of the most remarkable in 
the history of the industry. In the first 
half of 1920, it was producing copper at 


a cost of over 18 cents a pound; by the 
second half of the year, under a new 
manager, the cost had been cut to 14 cents 
a pound, and last year the average cost 
was 9.15 cents a pound. 

The company is almost unique in the 
industry in that it has steadily increased 
output during the last four years, and is 
now running at the rate of 18 thousand 
tons annually, a fact which has contri- 
buted not a little to the decreased costs. 
It has not joined the Copper Export 
Association, formed under the Webb law 
in 1920 to pool the export business of 
most American copper producers, pre- 
ferring to concentrate on domestic busi- 
ness, 

The company’s operations center around 
Anyox, in British Columbia, Canada, but 
it has obtained control of the Allenby 
Copper Co., operating properties at Green- 
wood and Princeton in the same province. 
Granby has its own smelters at Anyox 
and at Grand Forks, 24 miles from its 
mine, and a concentrator which is being 
increased to 1,500 tons daily capacity. It 
is also heavily interested in the coal busi- 
ness, owning fields on Vancouver Island, 
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which contain over 7 million tots of 
bituminous coal and produce 700 tons 
daily. Part of this coal is converted into 
coke in the company’s own ovens at 
Anyox. Ore reserves average 2% and, 
; estimated at the end of 1922, contain 
rly 9 million tons of ore, or about 20 
’ supply at the anticipated increased 
of operations. Allenby reserves may 
le this amount. 
receding the common stock are two 
s of bonds, 1.5 millions of a first 
mortgage 6% issue maturing in 1928 and 
5 millions of 8% debentures convertible 
price of 55 for the stock, and matur- 
May 1, 1925. The maturity of the 
will probably have to be handled by 
funding issue, as Granby’s financial 
ion was not of the best at the end 
ist year. 
rent assets at that time amounted 
6 millions against 3.5 millions of cur- 
liabilities. The former include only 
,000 in cash, the rest consisting mostly 
iventories, while among the liabilities 
> secured loans of 2.8 millions, a re- 
ion of 3.2 millions from the high 
t reached at the end of 1919. 
The poor financial position and the 
possibility of refinancing are unfavor- 
able factors, but as soon as the latter 
has been put out of the way and suf- 
ficient working capital provided, the 
stock will deserve watching by copper 
investors as among the few whose out- 
put is likely to go up rather than down. 


$2 
of 
we 
du 
pec 


GREENE- 
CANANEA 


The company, which oper- 
ates in the State of So- 
nora, Mexico, resumed 
operations in August of last year after 
a complete shut-down starting in January, 
1921, partly as a result of troubles with 
the Mexican population which had already 
forced it to shut down for five months in 
1917, as well as the depression in the 
copper market. The revival of the cop- 
per business and the better relations be- 
tween this country and Mexico have been 
favorable influences for the company. 

It is now producing copper at the rate 
of 21 thousand tons annually, but has not 
yet succeeded in bringing the cost down 
below 12%4-13 cents a pound. Even so, 
its record is a great improvement over 
recent years, although the comparison is 
perhaps unfair; however, it does not in- 
clude allowance for depreciation and de- 
pletion, although it does include a reserve 
for taxes. 

The company did relatively little de- 
velopment work during the year and-a 
half of suspended operations, the total 
of 45,000 feet of development for 1921 
and 1922, together comparing with an 
average of 73,000 feet for each of the 
three preceding years. It improved its 


operating equipment, however, installing 
a flotation system in the concentrating 
department, overhauling the reduction 
works, modernizing the surface plant and 
equipment, and increasing the capacity by 
several hundred tons a day. 

Some progress was also made in re- 
ducing inventories, which were brought 
down from 7 million dollars’ worth at 
the end of 1920 to $950,000 at the end of 
1922. Part of the proceeds was ap- 
parently used to reduce current liabilities, 
which totalled 2.7 millions at the end of 
1919, to $639,000 at the end of 1922. 

Against the latter there were 2.9 mil- 
lions of current assets, including, beside 
inventories, $278,000 in cash and cash 
assets and $227,000 in accounts receivable. 

Unless the company finds itself able to 
make a sharp reduction in operating costs, 
it may not improbably have to cut pro- 
duction within the next few months, espe- 
cially as it is liable to the double taxa- 
tion of the United States and of Mexico. 
The stock does not seem to offer much 
attraction at 15, in spite of its sharp 
decline from levels near 30 some 
months ago. 


RAY As an operating 
CONSOLIDATED proposition, this 

mine is considered 
the best of the smaller porphyries, owing 
to the large extent and uniformity of its 
ore-body, and its closeness to the surface, 
which tends to lessen mining costs. At 
the end of last year it had ore reserves of 
81 million tons, averaging somewhat over 
2% copper, in a massive flat ore-body 
about 9,000 feet long and lying from 240 
to 315 feet below the surface. Most of 
the ore taken out so far has been from 
the 170-foot level, and none has come 
from deeper than 450 feet. As the mine 
uses, in a normal year, 3% million tons 
of ore, the reserves already developed are 
sufficient to take care of some 23 years 
of normal operation, and there is no doubt 
that there is much more ore still un- 
developed. 

Its properties are at Ray, in Arizona, 
where labor is scarce and relatively high- 
priced. When operations were resumed 
in April, 1922, following twelve months’ 
lay-off, labor shortage was a factor in 
keeping output below what was then de- 
sired. 

Results for the first half of the current 
year were quite satisfactory, output being 
at the rate of 30 thousand tons annually 
and production costs averaging 11.96 cents 
a pound. This figure includes wage in- 
creases granted to help secure labor, and 
extraordinary charges incurred during the 
reopening of No, 1 mine, so that for the 
current half-year costs may be somewhat 
less. 


Earnings amounted to 31 cents a share 
for the first quarter and 36 cents a share 
for the second quarter. In view of the 
lower price of copper, earnings for the 

_ third quarter were probably lower, and 
may be still less for the final quarter—a 
final figure of $1 a share for the year 
would be about what is expected. 

The financial position is among the best 
of any for the companies in this group, 
current assets totalling 5.5 millions against 
1.1 millions of current liabilities. The 
former include 1.7 millions in cash and 
the heavily deflated figure of 2.4 millions 
for inventories against nearly 6 millions 
at the end of 1919. 

Dividends still seem distant on the 
stock, however, and the margin of 
profit over present cost levels is too 
slim to warrant enthusiasm for the 
stock. 


MAGMA 
COPPER 


This company has had a fair 
record in the past, but its 
greatest interest lies in its 
possibilities for the future. Its ore-body 
consists of a fissure, or chimney, which 
extends in a great bend downward into 
the earth, apparently becoming wider and 
richer in copper the deeper it is developed. 
Thus on the 1,800-foot level, on or above 
which a good part of the commercial ore 
worked by the company in the past has 
been extracted, the copper assays 5.72% 
of the weight of ore, while on the 2,000- 
foot level the vein is wider and assays 
8.56% copper. 

In August of last year, the company 
floated an issue of 3.6 millions of 7% 
convertible gold bonds, at $33% a share, 
to provide funds for doubling the capacity 
of the concentrator from 300 to 600 tons 
of ore daily and for building a new 
smelter at Superior, Ariz., 30 miles away, 
as well as changing the gauge of the 
Magma Arizona railroad, which it owns, 
from narrow to standard gauge. The 
latter change has already been accom- 
plished, and is estimated to have cost 
1 million dollars. As the company is now 
hauling its concentrates 82 miles to 
Hayden, and is paying custom tolls to the 
smelter there, the saving that can be ac- 
complished is evident. 

The company’s engineers estimate that 
the doubling of concentrating capacity and 
the building of the smelter of 400 tons 
daily capacity, which can be readily in- 
creased to 600 tons, should be accom- 
plished by the beginning of 1924, and 
should reduce the company’s production 
costs below 9 cents a pound. In view of 
the company’s ability to pay its way under 
the present unfavorable conditions, be- 
cause of the richness of its ore, which 
seems to increase the further down the 
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Capital 

Stock 
Company (Shares) Par 
Granby Cons. Min., S. & P. Co.. 
Greene-Cananea —— Co...... 600,000 100 
Ray-Cons. Copper Co........... 1,577,179 10 
Magma Copper Co 


a Canadian currency. b Partly estimated. 


187,994 $100 $3,995,000 Def. 
1 $1.12 


240/000 None 3,600,000 0.41 Def. 


FOUR MINOR COPPER PRODUCERS COMPARED 
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s'ds of Tons of Cop. Price 


1920 1921 19 


12.9 15.0 16.0 
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To the American Banker: 


The Banking Department of THE Macazine or WALL STREET 15 
intended to be of service to you. 


None but articles of what are believed to be immediate and prac- 
tical banking appeal are published in it. 


' You can help the Banking Department in its effort to help you 
by reading it carefully. If you see opportunities wherein it could be 
amplified or improved, you will confer a favor by advising us frankly 


and in full. 


Tue Epirors. 








The Finance Company’s Place in 
the Banking World 


Banks Regard It From the Stand- 


How 


point of Credit—Its Growth in Popularity 


ITHIN the past five years there 
W has developed a widespread and 

extremely successful movement 
whose main result has been the establish- 
ment of what are called finance com- 
panies or commercial credit companies. 
It was predicted by some at the outset 
of the movement that they would prove 
to be unsuccessful, or that they would 
come to be regarded as nothing more than 
usurious moneylenders. The facts have 
not tended in that direction, but on the 
contrary they have seemed to point to 
the assumption of a definite place in the 
financial economy by these concerns. To- 
day they represent an aggregate of prob- 
ably about $200,000,000 in capital and 
$800,000,000 in annual turnover, and are 
growing steadily. They have been opposed 
from time to time by some bankers and 
by credit men’s associations, but the pres- 
ent indications certainly point to the be- 
lief that a change of front has taken place 
among a good many credit authorities. 


What Does the Finance Company Do? 


Just what does the Finance Committee 
do? Its work is essentially that of en- 
abling a borrower who cannot get credit 
from his bank according to recognized 
banking methods, to obtain accommoda- 
tion nevertheless. 

In order to grant such accommodation 
without taking an undue risk, the finance 
company requires the borrower to give 
it security. The security he can offer is 
his “open accounts”—his claims upon the 
customers who have dealt with him and 
who have not yet paid him. As is well 
known, many concerns are selling goods 
upon the instalment plan—automobiles, 
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A Pioneer in the Finance Company 
Field 


Chairman A. E. Duncan of the Board 
of the Commercial Credit Company 


household furniture, and a variety of 
others. These call for an extension of 
payments over a good many months, and 
they also require very close supervision. 
While, in the main, such buyers have 
good intentions and are honest, some of 
them become overloaded with purchases 
and are not able to keep up their pay- 
ments, while others (due to illness or loss 
of employment or other factors) are un- 
able to meet their obligations and have 


to give up their purchases. There is also 
a large group of business men who work 
from hand to mouth, and who buy fr« 
wholesalers on the largest period 
credit they can get, extending this credit 
to their customers in order to enable the 
buyer to take time in making payment 
These are conditions which the banks do 
not like as an elemént in loans because 
they represent a non-liquid state of thing 

The finance company is no safer or be 
ter protected than the bank in making 
loans on such accounts unless it does cer- 
tain work which the bank does not ar 
cannot do. This work consists in taking 
charge of the accounts, looking aft 
them, and seeing that they are liquidated 
or their place taken by new ones whe 
those that have been hypothecated have 
become “sour.” 


How the Companies Work 


The finance companies work in genera 
upon a plan which calls for the sale « 
open accounts to them accompanied by a 
contract that, whenever a buyer pays a 
check or cash, this payment shall b 
transferred at once to the finance com 
pany. No notice is ordinarily given t 
the buyer of goods that the account ha 
been thus sold or transferred, but he i 
left to make his payment to the concer! 
from which he got the goods; and thi 
concern is then obligated to transfer th 
funds to the finance company as a par 
tial payment upon its obligation to th 
latter. If an account becomes bad or i: 
in default, the finance company has th« 
right to request the borrower to substi- 
tute another for it. The finance company 
keeps track of the account and of the 
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credit of the persons who have incurred 
these obligations, and it also keeps in 
close touch with the credit condition of 
the buyer, reserving the right to make 
recular inspections of his books and to 
know how he is conducting his business. 
All this, of course, makes an expensive 
sysiem of credit study and credit exten- 
sion—one which it would be out of the 
question for an ordinary bank to handle 
with any degree of success. Correspond- 
inzly, therefore, the charge made by the 
company for the service it renders is nec- 
essarily high. 


Methods of the Finance Companies 


Vhile finance companies take notes and 
le acceptances as well as accounts, the 
named constitute by far the larger 


case he will continue to torward remit- 


tances to the “seller.” The plans are 
known as “notification” and “non-notifica- 
tion,” respectively, Of the two, the former 
is by far the older, and it has been used 
by the factors in the textile industry for 
half a century, while the non-notification 
plan is a product of the past two dec- 
ades. Nevertheless, the latter is now used 
in the great majority of cases, for it per- 
mits the seller and his customer to main- 
tain the same relations as they would have 
if the account had not been assigned. The 
non-notification plan is used only in case 
the finance company has confidence in the 
integrity of the seller, so that receivables 
will at times be taken on the notification 
plan when they would not be acceptable 
on the non-notification plan. As a fur- 


grant extension of time to those custom- 
ers he deems advisable, while it also gives 
the finance company an opportunity to 
ascertain how the accounts being assigned 
to it are actually being paid. The gene- 
ral experience of the companies is that, 
on the whole, from 10 to 20 per cent of 
the receivables run past due. At the ex- 
piration of the period, the seller must 
either repurchase the accounts or substi- 
tute others. Very few of the companies’ 
accounts are, therefore, more than 30 or 
60 days past due. 

As advances are made upon the basis 
of the receivables themselves rather than 
upon the credit standing of the seller, the 
finance company makes certain rather 
definite requirements with respect to the 
accounts purchased. 

(1) When the total volume 
purchased from a certain “seller” 





tr 

q 

buik of the business. When a 
co.cern makes arrangements with 





a ‘imance company, it signs a con- 
tract which grants the latter wide 
The contract provides, 


FINANCE COMPANIES ADVANCE 


is considered, the amount of those 
not rated, or “off-rated,” must 
not exceed a certain percentage. 


I vers. ,r 7 ‘yr . . . 
an ong other things: (1) the CREDITS THAT BANKERS MUST Some companies, in fact, will not 
-hurges made and times of - — accept any off-rated accounts, but 
: t by the company, (2) ‘aot REFUSE TO GIVE! as a general rule 10 to 20 per cent 
when the non-notification plan is . . * 26 are permitted. One company de- 
used the assignor peal the Can they do this without undue risk? termines the percentage of off- 
company’s auditors to call at their . ca* : rated accounts, which will be 
pleasure to inspect his books and : Can their credit-terms be equitable and taken, by the record furnished 
other records, (3) that he trans- just? in the “sellers’s” books, but will 
mits on the day of receipt, all » ° . not in any case allow more than 
C ginal checks, drafts, notes, etc., H hat 1S the secret of their remarkable 20 per cent. A few companies 
eived in payment or on ac- success? deviate from their usual -require- 
count of any receivables sold to ments in some cases, and take 
poorer accounts, but either in- 


company, (4) that he gives 

‘ company power of attorney to 
transact any business relating to 
the assigned receivables, including 


The accompanying thoroughgoing analy- 
sis answers these questions. 





crease their margin by decreas- 
ing the percentage advanced, or 
else charge a higher rate. The 
general rule, nevertheless, is not 





endorsing checks, drafts, notes 

d other documents with the 
issignor’s name. At the foot of the con- 

ict is a guaranty and waiver to be signed 
by a number of individuals, holding them- 

lves jointly and severally liable for the 
ifillment of the contract. In addition, 
le assignor signs an actual assignment of 
his interest and title in the receivables, 
sting on a separate line each invoice due 
from each debtor. This is made out in 
riplicate, one copy for the trustee (to 
hom the discount company usually 
ssigns the receivables, marking the copy 
vith an appropriate stamp), one for the 

»mpany, and one for the assignor. He 
sends copy of invoice, together with origi- 
nal bill of lading, shipping receipt or de- 
livery ticket. Attached to the financial 
tatement, which the assignor is required 
to fill out, is an application for a fidelity 
bond, which the credit company may take 
out in any company it desires, or carry 
itself, and of which he pays the expense. 
This serves to guard against assignment 
of wholly fictitious accounts and misap- 
propriation of collections by the assignor. 
Many companies, however, have custom- 
ers instead take out a type of fidelity bond 
known as a “moral effect” bond. 

In the purchase of these receivables, 
either one of two plans may be followed: 
(1) the debtor may be advised (perhaps 
on the original invoice) that his account 
has been sold or assigned and that he will 
make payment to the buyer (the finance 
company), or (2) no notice of the trans- 
fer may be given to the debtor, in which 


for OCTOBER 27, 1923 


ther safeguard, under the latter, the 
“seller” immediately sends the finance 
company in each case the original remit- 
tance of the debtor, endorsed to the order 
of any bank or banker. Frequent check- 
ings are made of the “sellers’” books by 
the company’s auditors to detect any dis- 
crepancies in the amount remaining due 
from each customer whose account has 
been sold. The company, of course, has 
two parties to which it has recourse in 
event of non-payment, but under the noti- 
fication plan the terms of the assignment 
may be such that the assignor guaran- 
tees the account. 

The average maturity of the receiv- 
ables purchased is stated as from 45 to 
60 days. The maximum period for which 
paper may run is, in most cases, 90 days, 
although in some instances 6 months is 
allowed. Funds advanced on accounts are 
not advanced, of course, for a definite 
time, as is true of notes and acceptances. 
In the case of accounts, only the maxi- 
mum period for which they may run can 
be determined by the finance company at 
the time of the advance inasmuch as they 
are subject to payment at any time. Notes 
and acceptances, on the other hand, have 
a definite maturity and will only rarely 
be paid before that time. To provide a 
measure of flexibility for those accounts 
which run slightly past the due date, 
finance companies permit accounts to run 
overdue for a certain period, usually 30 
or 60 days. This permits the seller to 





to accept a lower. grade of ac- 
counts under any consideration. 

(2) Some companies make the further 
stipulation that not over 10 or 20 per cent 
in accepted cases of the total volume pur- 
chased be in one account. The size of 
the account preferred or acceptable, how- 
ever, does not appear very definite. One 
company does not like any one account 
to exceed $200, while a second limits “the 
size of an individual account according 
to the primary credit of the seller, and 
the guarantors on the seller’s contract, 
having in mind also the margin withheld.” 


Charges of Finance Companies 


There is some variation in the rate of 
charge made by the companies, but in 
general their total requirements will run 
to about 144% per month or 18 per cent 
per annum. Some run as high as 2 per 
cent per month or more. This seems like 
a high figure to pay for credit; and it 
hardly needs to be said that, so long as 
a business man can get accommodation 
from his bank on a 6 or 7% basis, he 
will never go to a finance company. From 
this the inference has been drawn that 
only those who are “hard up” or unsuc- 
cessful in business will borrow in that 
way. This, however, does not follow. 
The finance company is as anxious as 
anyone to keep its dealings sound and to 
trade with successful business men pri- 
marily. The class of customers that 
come to the companies is usually those 
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How the Co-Operative Marketing Plan 
Strengthens “Farm Paper” 








HILE Congressional 
W and other agitators 

have been at work de- 
vising plans for the subsidiz- 
ing of the farmer or for the 
extension of lax or unsound 
credit in his behalf; the farm 
organizations of the country 
have been steadily building up 
a means of protecting their 
credits and of making it possi- 
ble for the banker to do busi- 
ness with them and their mem- 
bers upon a sounder basis than 
heretofore. In this way, they 
have been laying the founda- 
tion for real agricultural 
progress; and their success has 
been so distinctive that it 
brought an unusual tribute of 
recognition at the recent At- 
lantic City meeting of the 
American Bankers  Associa- 
tion. So strong and decided 
was the approval manifested 


Not all bankers realize the 
remarkable growth attained by 
the Co-Operative Marketing 
Movement in this country. 

Already, about 20% of our 
agricultural products are rep- 
resented, and farm credit cor- 


Association undertakes to ac- 
cept drafts drawn against it by 
such grower up to an amount 
specified and determined by it, 
and to assist the grower to dis- 
count such drafts secured b; 
the warehouse receipts. A re- 
cent development has been the 
inducing of banks or groups o 
banks to do this accepting for 
the Association, the  resul 
being to make the paper bank- 
ers’ acceptances and  henc 
eligible for discount at Feder 


Carl Williams, Active 
in the Farmers’ Co- 
Operative Movement 


respondingly strengthened. 
Country bankers, anxious 
to further this splendid move- 
ment will find the accompany- 
ing article of great value as a source of prac- 
tical information regarding Co-Operative Farm 
Finance. 


al Reserve banks at practically 
the lowest money-rate prevail- 
ing at any given time. The 
paper is thus doubly secur- 
ed, in that if the drafts are 
drawn by the grower and 
accepted by the Association, 
the banker who advances 
money is protected by the 
entire pool or aggregate of 
produce which is held by 





the Association, while if the 





by the members of the Asso- 
ciation that there were many 
delegates who rated the subject as the 
outstanding topic of discussion and inter- 
est at this year’s convention. 

It may be expected that, partly as a 
result of the endorsement thus obtained, 
the smaller bankers throughout the coun- 
try will make a point of promoting, so far 
as they reasonably can, the progress of 
co-operative marketing and financing for 
staple crops. 


New Mode of Marketing 


The way in which the co-operative plan 
is working out from the marketing stand- 
point, in its relation to banking, can be 
fairly briefly stated: 

A contract form, binding between the 

Co-operative Association and the grower 
is developed for each commodity or crop. 
Such segregation is thought desirable, 
owing to the variation of treatment neces- 
sary because of differences in methods of 
selling, or disposing of the article in ques- 
tion. It is also apparently a fixed plan to 
limit a single association of growers to a 
single crop, in order to obtain harmony of 
action, and to get the best results through 
combined sales and the employment of 
experts who are familiar with production 
and also with finance, 
- The membership in such associations is 
limited to actual growers, or to those who 
are renting land on shares, while those 
who are receiving cash rentals are ex- 
cluded, the purpose being to grant mem- 
bership to those only who are interested 
in getting as high a price as possible for 
the actual output. 

A Board of Directors takes charge of 
the general affairs of the concern, which 
is itself incorporated under local law and 
is authorized to make an enforceable con- 
tract between its members and itself, al- 
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though the concern has no capital stock 
and is conducted without profit. Under 
the terms of the contract, the various 
crops are put into groups or pools accord- 
ing to their grade or quality, with the 
idea of giving exceptionally favorable re- 
turns to those whose products are es- 
pecially satisfactory. 

Capable men are employed to grade 
and sort the product, and to oversee care- 
ful warehousing. The growers in most 
cases undertake to turn over all of their 
product to the Association, while they 
also undertake to keep (in many cases) 
a given area of land under cultivation for 
a given period or to reduce or vary this 
area according to the determination of 
the directors of the enterprise. 

After the actual expenses of the Asso- 
ciation are met, whatever has been realiz- 
ed is returned to the grower in proportion 
to what he has put in. 


Financing the Association 


The financing of the Association, as 
explained to the bankers at Atlantic City, 
has proven of special interest. The new 
forms of contract which are now in vogue 
provide that the growers’ association shall 
be authorized to hold the product as it 
may see fit, or to sell it as may be deemed 
best. In holding the crop, the Association 
is authorized to borrow in its own name 
through the use of drafts, acceptances, 
notes or otherwise, or on any warehouse 
receipts or bills of lading or upon any 
open accounts for the sale of the product 
or upon any commercial paper received in 
exchange for such products. The Asso- 
ciation prorates the money so received 
among the different members as equitably 
as it can. 

In order to finance the grower, the 


drafts are drawn by the 
grower or by the association and ac- 
cepted by a banker, the discounter or 
lender has the guarantee of the banker, 
while the latter has the protection 
afforded by the lien on the produce. 
This makes a much safer loan of the 
paper than could be true if advances were 
made individually to growers, particularly 
as the warehousing and marketing is like 
ly to be very much more satisfactory and 
effective when carried through by an 
association than when managed by in- 
dividuals. 

Altogether, therefore, the feeling of 
the bankers has been that this plan of 
marketing and financing was likely to in- 
sure a much better type of agricultural 
paper than could otherwise be had 
through independent bank financing. 


Some Precautions 


Some precautions are however neces- 
sary from the bankers’ standpoint, as was 
clearly brought out in the discussion of 
the matter at the Convention. 

Perhaps the most important of these 
precautions is the requirement that a 
certain amount of actual marketing or 
sale of produce shall take place each 
month, or at stated intervals, in order 
to insure the steady disposal and con- 
sumption of the output. With that 
protection, the banker is safeguarded 
against the risk he would otherwise run 
of being obliged to “carry” the grower 
for long periods, or to furnish him with 
the funds necessary to await improve- 
ment in general prices. The entire body 
of produce having been used as security 
upon uniform terms at the outset, there 
is no basis for difference of opinion as to 
the margin to be required, while the 

(Please turn to page 1248) 
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The Federal Reserve Inquisition 


What Will the Congressional Inquiry 
Develop?—The Conflicting Views Offered 


NOUGH progress has now been 
E made with the inquiry into Federal 
“ Reserve conditions, which has been 
conducted by the Commission appointed 
by Congress last session, to make plain 
about what is to be looked for from it. 
The inquiry is turning out to be a kind 
of “field-day” for criticism and attack. 
True, the Commission has heard the au- 
thorized representatives of the Federal 
Reserve System, including most of the 
present and past members of the Reserve 
Bord, several officers and ex-officers of 
reserve banks, members and representa- 
tiv.s of the Federal Advisory Council, 
and others. Still, it remains true that 
th representatives of the System have 
hai to recognize that they have been 
practically under fire, and that the testi- 
mony which seemed to elicit most interest 
and attention was that which came from 
critics of the System. 


Views of Critics 


(hese critics have included delegates 

n country bankers’ associations, mem- 
bers of the Reserve City Bankers Asso- 
ciation, of the American Bankers Asso- 
ciation, of various state bankers groups 
and others. Associations which have been 
friendly have included the National Credit 
Men’s Association and some others, while 
among those already enumerated as 
“critics” the attitude has been by no 
means uniformly hostile or unpleasant, 
although there has been a tendency to 
dwell upon faults or defects in the exist- 
ing system largely to the exclusion of its 
benefits. 

There has been also an inclination to 
do what could be done to further the 
prospects of proposed amendments whose 
tendency would be toward the promotion 
of individual interests. 


(1) Dislike of the par-collection pol- 
icy, and desire to see member banks 
“given their head” in making charges for 
exchange and remittance, perhaps with 
some very broad restraining requirements 
which would prevent the enforcement of 
really exorbitant schedules of exchange. 

(2) Modification of reserve require- 
ment in such a way as to let off some, 
if not all, member banks from a portion 
of their present reserve requirements, 
without the establishment of any full 
equivalent of cash involved to take the 
place of the sums released through re- 
duction of reserves. 

(3) As a variant of the foregoing, the 
introduction of some provision for pay- 
ing interest to banks in proportion to the 
amount of reserve credit carried for them 
in Federal Reserve bank. 

(4) Abolition of all free services ren- 
dered by reserve banks to country mem- 
ber banks in order to enable the latter to 
feel that relations with reserve banks 
were to their profit. 

(5) Reduction or abolition of present 
statement requirements relating to eligible 
paper, in order that the member banks 
generally might be in position to borrow 
more freely and with less hindrance, upon 
their own direct obligations. 

(6) Curtailment of restrictive over- 
sight or authority now exercised with 
respect to loan transactions of small 
banks which have tended to keep the 
country institutions out of the system. 

(7) A variety of other more or less 
drastic changes and modifications which 
would greatly contribute to the laxity of 
the entire situation, and would largely 
strip the Reserve System of its charac- 
teristic features. 

It is not strange that, in these circum- 


stances, conservative bankers have boldly 
avowed the opinion that, should any con- 
siderable part of these “concessions” be 
granted, the Reserve System would be 
“headed for the rocks,” while they have 
warned the Commission that it must not 
purchase popularity at the expense of 
banking unsoundness—a warning amply 
warranted, it would seem, by the fatts. 

Other bankers have plainly told the 
Commission that there is no reason why 
small country banks should be induced to 
join the System, and that such member- 
ship, unless accompanied by the transac- 
tion of a kind and volume of business 
that would make it worth while, would 
be of no value whatever. 

Again other bankers have plainly indi- 
cated the opinion that the System has 
already gone too far under the guidance 
of Congress in attempting to spread itself 
out over a large field of thought and has 
tended to absorb too great a proportion 
of the banking institutions of the coun- 
try notwithstanding they are not fitted 
for such membership. It is evident that 
a certain proportion of the membership 
of the Commission is very decidedly of 
this same opinion;— a fact which indi- 
cates that the report of the Commission 
when rendered is not likely to be the 
product of a unanimous body. 

Judging from present appearances, 
it may well be questioned whether 
such recommendations as may be 
made to Congress may be made with 
any considerable degree of force 
owing to the fact that a strong minor- 
ity report is likely to make its appear- 
ance. 

Danger Ahead 


The danger which lies ahead seems to 
be in the airection of enacting 
very lax measures which will 





All this makes a bad back- 





ground upon which to develop 
any constructive legislation in 
the near future, while it lays 
the foundation upon © which 
may be built up further de- 
mand for radical action direct- 
ed against the System as now 
organized, when Congress re- 
assembles. The investigations 
of the Commission are turning 
out just about as had been 
predicted by those who were 
riginally responsible for the 
establishment of this inquisi- 
torial organization. 


Main Points of Objection 


_It would be rather difficult 
to sift out from the mass of 
estimony the main points of 
/bjection that have been raised 
gainst the present situation. 
Jn the whole, however, the 
following appear to be most 
nearly representative of the 


ago. 


Toward lax banking measures? 
struction of the protecting laws thrown around 
banking assets and operations in the original 
Federal Reserve Act? 


WHERE WILL THE CONGRESSIONAL 
INQUIRY INTO THE FEDERAL 


RESERVE SYSTEM LEAD? 


That is the question discussed in this latest 
article of our special Federal Reserve Series. 


Previous articles dealt with the criticisms 
levelled against the operations of the Federal 
Reserve System since its inauguration ten years 
The entire series should be in the hands 
of every progressive banker. 


Toward de- 


destroy the protection thrown 
around banking assets and 
operations in the original law, 
and to some extent maintained 
in theory at least even through 
the amendments of recent 
years. 

It is still to be ascertained 
how far the farm bloc will be 
a unit in its attack upon the 
Reserve System this winter. 

Accordingly it remains 
true that general conditions 
are not such as to encourage 
a belief in a peaceful win- 
ter so far as banking is con- 
cerned, and that the preser- 
vation of present conditions, 
if accomplished, will be only 
the result of very strenuous 
effort by those who see 
the danger of laxity or un- 
due concessions made either 
to special interests or to 
would-be borrowers without 
resources. 





views of the country bankers: 
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High-Grade Preferred Stocks 


Twenty Issues Yieding 5.6% to 6.9% That 
Are Suitable for the Conservative Investor 


I HAVE several thousand dollars which I intend to invest in preferred stocks and will be obliged if you wii 
furnish me a list of about twenty that are high grade. Please include nothing of a speculative nature as I wan! 
the dividends secure whether business of the country is good or bad.—G. K. M., Troy, N. Y. 


The twenty preferred stocks given below are entitled to a high investment rating and dividends should 
not be seriously threatened in the case of any of them even should the country go into an extended industria! 


depression. 


Preferred Stock rice 
P. Lorillard . 115 
Liggett & Myers.. 7% . 116 

7% . 118 
R’w’y Steel Spring. 7% , a 
Baldwin Loco 7% 115 
Am. Locomotive... 7% . 116 
Am. Car & Foundry 7% . 118 
S. S. Kresge 7 | 
Endicott Johnson. . . 115 
American Can .... . 107 


a. 


Next Ex. 
Div. Date 


Dec. 15 
Dec. 17 
Nov. 6 
Dec. 7 
Dec. 2 
Dec. 13 
Dec. 15 
Dec. 17 
Dec. 17 
Dec. 14 


Yield Preferred Stock 


Philadelphia Co... 
Atchison 
Union Pacific 





Otis Elevator 


American Woolen . 7% quar. 101 
North American... 3% quar. 44 
Allied Chemical... 7% quar. 107 


Stand. Oil of N. J.. 7% quar. 116 
United Cigar Stores 7% quar. 112 
Manhattan Shirt .. 7% quar. 


Next Ex. 
Div. Date 


Dec. 
Dec. 
Dec. 
Apr. 
Dec. 
Mar. 
Nov. 
. Nov. 
112 ' Dec. 
Dec. 


Approx. 
Div. ice 


3% s.-a. 44 
5% s.-a. 88 
4% s.-a. 71 


6% quar. 100 


The average yield of the twenty stocks is 6.2%. 


PHILADELPHIA COMPANY 
Earnings Increased in 1923 


A friend of mine advised me last year to 
invest some of my money in Philadelphia 
Company stock and I bought 35 shares. This 
has turned out very well, for not only have I 
received good dividends but the stock is higher 
than when I bought. Could you tell me some- 
thing about the company and would you ad- 
vise me to purchase some more of it?—S. M. 
K., Chester, Pa. 


The properties of the Philadelphia 
Company and its various subsidiaries 
comprise extensive plants and equipment 
for the production and distribution of 
natural gas, electric light and power and 
oil, as well as traction facilities for the 
operation of street railways. Capitaliza- 
tion consists of $50.4 millions funded 
debt, $16 millions $3 preferred stock, par 
value $50, and $46.4 millions common 
stock having a par value of $50. The 
company operates in Pittsburgh and 
vicinity. Earnings for the past two years 
have shown a steadily increasing tendency 
and its subsidiary, the Duquesne Light 
Co., which conducts the electric light and 
power business, has done particularly well. 
In 1922, earnings were equal to $5.30 a 
share on the common stock and. for 1923 
it is expected that close to $7 a share will 
be earned. We consider the company to 
have good prospects and see no reason 
why it should not be able to maintain the 


1218 


- 
a ae 





present dividend rate of $4. In our 
opinion, it is an attractive semi-speculative 
investment at present levels. It is never 
well, however, to put all your eggs in one 
basket and we suggest that you be satis- 
fied with your present holdings. 


INTERNATIONAL HARVESTER 
Severe Competition in Industry 


What do you think of International Har- 
eer at present prices?—0O. N. C., Mendota, 


International Harvester for the year 
ended Dec. 31, 1922, only earned $1.35 per 
share on the common stock and after pay- 
ing the dividend, there was a deficit of 
$3.5 millions. In 1921, the company re- 
ported a deficit after dividends of $5.1 
millions. Conditions in the company’s 
business have not been very satisfactory 
this year as competition has been very 
keen resulting in low prices. On the 
basis of earnings, therefore, the present 
dividend on the stock does not appear 
very secure. International Harvester, 
however, is a very strong company, as of 
Dec. 31, 1922, it had a working capital 
of $143 millions. Capitalization consists 
of $60 millions preferred and $97.9 mil- 
lions common. It can be seen, therefore, 
that the working capital of the company 
alone is approximately equal to the 


present market price of the stock. The 
stock is not without future possibilities, 
but with current earnings low and of 
general market conditions unsatisfactory, 
we see nothing attractive in the stock at 
this time. 


GENERAL MOTORS DEBENTURE 
STOCK 


Well Protected Issue 


I have $1,000 to invest in a sound stock and 
have been advised to buy General Motors 7% 
debenture stock. Does this stock rank ahead 
of General Motors 6% preferred and do you 
consider it a good investment?—D. L. C. 
Saginaw, Mich. 

General Motors 7% debenture stock 
ranks equally with the preferred issue. 
There is very big equity behind this 
debenture stock and we consider that it 
is entitled to a high investment rating. 
General Motors has debenture and pre- 
ferred stocks outstanding totaling $109 
millions. It is entirely free of funded 
debt and the working capital of the com- 
pany alone is over $150 millions. In the 
first six months of this year, General 
Motors earned the preferred and deben- 
ture dividends about twelve times over 
and in 1922, 47% was earned on the pre- 
ferred and debenture stocks. We feel 
that you would not make any mistake in 


purchasing this issue with your $1,000. 
THE MAGAZINE OF WALL STREET 
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U. S. RUBBER COMMON. 
Early Dividends Not Likely 


ld some United States Rubber com- 

md would like to know what the 

ok is for dividends. Could I improve 
holding by switching into something else? 
B. C., Frostburg, Md. 


nited States Rubber is not likely to 
dividends on the common stock for 
time to come. The company has 
e to $40 million bank loans and with 
litions unsatisfactory in the tire in- 
try, the immediate outlook is not over- 
ht. We feel your chances for profit 
iid be improved by switching into 
age Arms selling around 30. This 
ipany is expected to show $6 a share 
ned on the stock from its gun business 
year, and as it has brought out an 
trical washing machine which has met 
1 success, considerably larger earnings 
looked for in 1924. We consider the 
k closer to dividends than U. S. Rub- 
and in better position to advance. 


WESTINGHOUSE ELECTRIC 
Large Volume of Business 
understand that Westinghouse Electric 
a large amount of unfilled orders on hand 

1! has been operating at capacity this year. 

this is 80, why don’t they increase the di- 

end?—A, R. U., Champaign, Il. 

Incoming orders of Westinghouse Elec- 

c for the first half of its fiscal year 

hich started April Ist, were approxi- 

itely $89 millions as compared with $69 
llions in the 1922 period, an improve- 
nt of over 28%. Orders now on hand 
e€ approximately $76 millions as com- 
red with $62 millions March 31, of this 
ur. This assures capacity operations 

r the company for some time to come 

d it is a conservative estimate that 

estinghouse will show $8 a share for 

the year ended March 31, 1924, on the 
creased amount of stock now outstand- 
ig. The reason Westinghouse is only 
iying $4 is due to the conservative policy 

{ the management. It is undoubtedly in 

position at this time to pay higher divi- 

lends. In the meantime the company is 
iling up large equities behind the stock 
nd we consider it an attractive long-pull 
iolding. 


PAN-AMERICAN PETROLEUM 
Valuable California Holdings 


Heretofore I have invested all of my sur- 
plus funds in real estate but have decided to 
lace some money in a good stock. Something 
that has good prospects of appreciating in 
alue. I am considering Pan-American Petro- 
leum, as it appears to me that this company 
has good live management and should do well. 
Do you consider it a good purchase nowf— 
V. N. M., New Haven, Conn. 

Pan-American Petroleum capitalization 
consists of $7.7 millions funded debt, $50 
millions common stock of a par value of 
$50, and $84.4 millions common stock 
class “B” non-voting with a par value of 
$50. For the year ended December 31, 
1922, the company earned $14 per share 
on both classes of common stock and for 
the first 6 months this year earnings were 
equal to approximately $6.50 per share. 
Earnings in the last six months will not 
be as large for, due to the big production 
of oil in California, the company is not 


for OCTOBER 27, 1923 


‘SERVICE+ SECTION: 


getting as much money for its Mexican 
production. Under these circumstances 
the present dividend rate of $8 a share 
per annum cannot be regarded as very 
secure and it may be reduced. On the 
other hand, low earnings at the present 
time, in our opinion, should only be con- 
sidered as temporary. Sooner or later 
the big production in California will start 
to decline and Pan-American will get bet- 
ter prices for its products. We feel that 
the long-pull outlook for the stock is ex- 
cellent. The company has obtained very 
valuable concessions in California and has 
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recently completed a 25,000 barrel 
refinery in that state. When this 
concession is developed it should 
add materially to the earnings of 
the company. 

Pan-American common stock, however, 
must be classed as a speculative security, 
and in purchasing speculative securities it 
is never well to concentrate too much on 
any single one, for while the outlook may 
be good, there is always the possibility 
of unforeseen contingencies arising which 
might affect earnings. At the present 
time, general conditions in the stock mar- 
ket are very unfavorable, and it is quite 
likely that Pan-American stock will 
descend to somewhat lower levels. Our 

(Please turn to page 1226) 
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Inquiries on Mining Securities 


UTAH COPPER 


Low-Cost Producer 


What is your opinion of Utah Copper? 
The stock stands me a small loss, but I 
would prefer to sell out and take the loss 
rather than carry it, if no carly advance in 
price is in prospect.—F. C., Endeavor, Pa. 

Utah Copper in the first quarter of 
1923, earned $1.37 a share on its stock, 
and $2.06 a share in the second, making 
$3.43 a share for the six months. With 
the metal now selling under 13 cents a 
pound, the company cannot show as satis- 
factory earnings, as it received much 
higher prices for its product in the first 
six months. Utah’s cost of produc- 
ing copper is now around 8 cents a 
pound, and while it can show fair profits 
with the metal at 13 cents, earnings will 
hardly be sufficient to warrant a higher 
dividend rate than $4 a share. We do not 
consider that the stock has good prospects 
for any early advance in price and believe 
it best for you to dispose of it. 


INTERNATIONAL NICKEL 
Dividend Outlook for Common 


Having held International Nickel for nearly 
a@ year with no return on my investment, I 
feel that I had better switch into a dividend 
payer, unless Nickel can be expected to pay 
something soon. Your advice will be ap- 
preciated.—H. E., Atlantic City, N. J. 

Latest earnings of International Nickel 
published, covers the quarter ended June 
30, 1923, in which period 4 cents a share 
was earned. In view of the present 
moderate demand in the metal market, it 
is not likely that the company will show 
any important increase in this earning 
power in the near future, and the outlook 
for dividends on the common stock i. not 
bright. At present levels, the stock is 
not without long-pull possibilities, but we 
feel that you would improve your position 
by switching into Wright Aeronautical, 
paying $1 per share per annum and sel- 
ling around 10. Earnings of this com- 
pany have averaged over $2 a share on 
the stock for the past three years. It is 
in strong financial condition and we re- 
gard the future of the company favorably 
in view of the possibilities for further 
growth of the aeroplane industry. 


AMERICAN SMELTING 
Earnings Well Maintained 


Has the lower-priced metal seriously affected 
American Smelting @ Refining earnings and 
is the dividend in danger? As a 5% stock it 
looks cheap at present prices. Do you advise 
buying the stock now?—L. B., Ithaca, N. Y. 

American Smelting & Refining for the 
first six months of 1923, earned $5.43 a 
share on the common stock, after liberal 
deductions for depreciation and depletion. 
July and August earnings have been at 
approximately the same rate as for the 
first half year, and indications are that 
September will show up equally as well. 
The drop in the price of metals has not 
affected the company materially as yet, 
for its greatest income comes from its 
smelting and refining of ores produced by 
other companies. Of course, should this 
weakness continue in metals it will sooner 
or later bring about curtailment of pro- 
duction by the mining companies and re- 
duce American Smelting’s business. As 
matters stand now, it appears likely that 
for the full 1923 year the present dividend 
will be earned about twice over and no 
immediate reduction of the dividend is 
likely. Financial condition is very strong. 
Balance sheet as of June 30, 1923, shows 
cash, demand loans and Liberty bonds of 
$16 millions. The company has under- 
taken several new ventures in Mexico and 
South America and toward the end of the 
year these should begin to bring returns. 
The stock has good long-pull possibilities, 
but we do not advise its purchase at this 
time in view of the uncertain outlook for 
the metal industry and possibility of con- 
siderable curtailment in operations next 
year. 

U. S. SMELTING 
Earnings Falling Off 


I am holding U. 8S. Smelting, Refining € 
Mining common stock at a big loss. Is there 
anything the matter with the company? I 
note that American Smelting & Refining stock 
is now paying dividends, but United Stetes 
Smelting is apparently unable to do so. Had 
I best stay with the company and hope for 
better things or switch into a dividend paying 
stock or one that is close to dividends?—2. l., 
Grand Rapids, Mich. 


U. S. Smelting for the first five months 
of this year earned $1.37 a share on the 
common stock, but for the three months 
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ended August 31, only 6 cents a 
share was earned, making $1.43 
a share for the eight months. 
This decline in earning power 
since the first of the year reflects a 23% 
reduction in the price of copper, a 25% 
reduction in the price of lead and zinc 
and lower prices for silver. Unsettled 
condition in the oil industry has also ad- 
versely affected earnings as the company’s 
coal property was obliged to curtail pro- 
duction. Fuel oil in the West is selling 
at so low a figure that a wave of con- 
version is going on from the use of coal 
to fuel oil. The reason the company’s 
earnings have shown up as well as they 
have in view of these unfavorable factors 
is due to increased production from its 
Mexican properties. Mexican output is 
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averaging about 100,000 tons of ore a 
month as compared with 86,000 tons last 
year. U.S. Smelting is in strong financial 
condition with a working capital of $12% 
millions and no bank borrowings. At 
present levels the stock is not without 
long-pull possibilities, for in a strong 
metal market the company should be able 
to develop a satisfactory earning power. 
Under present conditions, however, early 
dividend action is not to be expected, and 
we believe a switch into a dividend-paying 
stock would be advisable. A suggestion 
is Philadelphia Company, paying #4 a 
share and selling around 42, 





New Security Offerings 


TENNESSEE ELECTRIC POWER 
PREFERRED 


Another Stock Suggested 


Please let me know if you would buy 
Tennessee Electric Power Co. 7% cumulative 
preferred stock. I have received a circular 
describing the stock and it looks pretty good 
to me, but I have not sufficient experience or 
knowledge as an investor to judge and would 
like to know what you think about it. I will 
be glad if you will let me hear from you by 
return mail.—L. J. L., Columbia, Tenn. 


Ahead of the Tennessee Electric Power 
Company 7% preferred stock are over 
$32,000,0000 in bonds and approximately 
$500,000 preferred stock of a subsidiary 
company not owned by the parent com- 
pany. Earnings for the year ended Au- 
gust 3lst, showed net income of over $2,- 
000,000, but this was before depreciation. 
While earnings during the past two years 
have shown up well and the company 
should have no difficulty in paying pre- 
ferred dividends out of returns from 
current operations, at the same time, a 
two years record is not sufficient to con- 
sider it as the stabilized earning power, 
of the corporation. At around 91, the 
price at which the stock is offered, the 
return is about 7.70%. We would prefer 
American Water Works & Electric Cor- 
poration first preferred 7% stock, which 
can be bought for the same price, for the 
reason that we consider that issue is more 
stabilized, both as to earnings and market- 
ability. This stock is listed on the New 
York Stock Exchange, where it has a 
ready market. Earnings of the company 
are continually showing substantial im- 
provement, now running about four times 
dividend requirements on the first pre- 
ferred. There are also less than half of 
the amount of prior securities outstanding 


ahead of it than ahead of the Tennessee 
Electric Power Company preferred stock. 


UTILITIES COAL CORPORATION 
Business Man’s Investment 


I have been approached by a bond sales- 
man who has recommended the purchase of 
Utilities Coal Corporation first mortgage 7% 
bonds. I do not know anything about them. 
The salesman says they are perfectly safe 
and I cannot go wrong in buying them. 
Would you please let me know if you con- 
sider them a good investment?—U. B. C 
Springfield, Iu. 


” 


Utilities Coal Corporation operates a 
number of coal mines in Illinois, Ken- 
tucky and West Virginia. The output of 
these mines has been principally sold to 
the subsidiaries of the Commonwealth 
Power Corporation, operating in Michigan 
and Ohio. The issue is a small one, the 
mortgage being for $1,250,000, and pro- 
vides for annual redemption of from 
$25,000 to $60,000 of the outstanding 
bonds. Earnings during the past six years 
have averaged over $300,000 annually. 
This has been a period of high prices for 
coal and it is likely future earnings will 
not be as favorable. However, the bonds 
are secured by a mortgage on the prop- 
erty of the company, as well as the sales 
contracts with the various public utility 
companies, under which a minimum annual 
revenue of $154,000 is guaranteed, or more 
than sufficient to take care of principal 
and interest requirements. These con- 
tracts extend beyond the life of the bonds. 
In view of these provisions, as well as the 
serial retirements thereby adding that 
much security for the balance of the issue 
outstanding, we regard it as a suitable 
business man’s investment. 
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SPECIAL REPORT DEPARTMENT 


requests for special reports on lists of securities and for 
reports on individual stocks and bonds that we have 
1 Report Department to handle this work. 
with the amount of research work necessary but in all cases estimates will 
A complete report on any stock or bond listed on the New York Stock Exchange will be 
In analyzing lists of securities 
is new service does not in any way interfere with 
vay free service supplied by the Inquiry Department to subscribers which 
enti es them to a brief report on any three securities. 


Charges will var 
—, 


are made 
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Good Investment 


Please let me know if you would class the 
Pillsbury Flour Mills 6% bonds as a@ good in- 
vestment. A friend who sells bonds for th: 
National City Co., tells me they are perfect! 
Safe and as I have a few thousand dollars 
invest, I would like your opinion of them 
N. H. EK. New York City. 

Pillsbury Flour Mills have issued $6, 
000,000 first mortgage twenty year 6° 
gold bonds, due October 1, 1943, which a 
being offered on a 6.45% basis. The: 
bonds are secured by a first mortgage on 
all buildings, real estate, equipment an 
other fixed assets, as well as by pledge « 
stocks of subsidiary companies. TI 
Pillsbury business was established in 187: 
and present output is in excess of 38,0( 
barrels of flour daily. Earnings for th 
past ten years have averaged approxi 
mately $1,500,000 per annum. While th 
has included a period of high prices an 
profits for the flour business, which ca 
hardly be considered a criterion for a 
estimate of average earnings under norma 
conditions, at the same time, the com- 
pany’s favorable trade position should en 
able it to earn interest requirements on 
the bonds by a wide margin. After givin: 
effect to the issuance of these bonds, th 
company is in a strong financial condition 
balance sheet showing current assets of 
2% to 1 of current liabilities and net 
tangible assets of over three times the 
bond issue, net current assets alone being 
in the neighborhood of $7,800,000. We 
consider the bonds entitled to a good 
rating. 


REAL SILK HOSIERY MILLS 
STOCK 


Highly Speculative 


My broker has called my attention to th 
stock of the Real Silk Hosiery Mills, which 
can be bought for $28 a share. He tells m 
the company has been and is making a lot of 
money and that dividends will be paid on the 
shares at the commencement of the coming 
year. He says $2.50 a year will be paid 
This is almost 9%, which is not bad. Would 
you approve of buying the stock or do you 
think it is very risky to do so?—J. M. R., 
Springfield, Ill. 

Real Silk Hosiery Mills, Inc., have out- 
standing 150,000 shares common stock of 
no par value. The business has been suc- 
cessful since organization in 1919, and 
apparently has very capable direction. 
The company manufactures silk hosiery 
which it sells direct to the consumer. 
However, it must face very keen competi- 
tion from stronger concerns and the effect 
of the new artificial silk business has yet 
to be measured. In view of these facts, 
the stock can only be considered as very 
highly speculative. If you are influenced 
by return on the investment, Martin Parry 
stock selling at $26 and paying dividends 
of $3 per share, returns almost 12%. Of 
course, Martin Parry stock is also specu- 
lative, but the company occupies a lead- 
ing position in its field, which is the manu- 
facture and sale of standardized com- 
mercial automobile bodies. We simply 
mention this in view of your comment as 
to return on the investment. 
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Irregular Tendencies in Business 


Prices Fairly Firm But Production Off—Demand Spotty 





STEEL 








Drifting Market 
|} U. S. Steel Corporation figures 


for unfilled tonnage as of October 1 
showed a shrinkage of upward of 
{00,000 tons. This represented a smaller 
cline than that of the month previous, 
but nevertheless has brought the big com- 
ny’s unfinished business down to a point 
t reached for over a year. Recent ten- 
lencies have not indicated a material in- 
ease in bookings, and the chances are 
that during the current month, the lead- 
ing interest will lose further ground. 
A feature of some concern is the fact 
that prices are stationary or declining a 
little. Ordinarily this would not matter 
so much provided the business outlook 
were sufficiently satisfactory, but in view 
f the general prevailing uncertainty, the 
irregular trend of steel prices has become 








COMMODITIES 


(See Footnote for Grades Used and 
Unit of Measure) 
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a considerable factor in estimating prob- 
able course of earnings. One thing that 
must be taken into consideration is that 
steel-making costs have increased as a 
result of the smaller working day. In 
some quarters, the increase is estimated 
as high as 15%. Should any such figure 
be the case, it would be obvious that with 
a rather declining price situation at the 
same time that costs have advanced and 
production declined, the earnings outlook 
is not as satisfactory as has been the case 
in the earlier part of the year when not 
only the price level was higher but costs 
of production were lower. 

For the reasons sketched shove, 2 it is not 
likely that the leading steel companies 
will make a particularly astounding show- 
ing during the latter part of the year. 

Pig-iron production has slumped vis- 
ibly as a result of the poor demand. 
Prices are at about the low point of the 
year, and the outlook at this time at least 
does not favor an advance. 








THE TREND 


STEEL—Prices stationary or declining. 
Unfilled orders off. New buying 

dull. 

factory 
METALS —Price situation unchanged. 
Buying at standstill. Foreign de- 

mand negligible. 

COTTON—Prices advance on weather 
reports. Finished cotton goods 
up. General price prospects not 


clear. 
OIL—Production still high but slightly 
—— ae Prices show downward 


nd. 
AUTOMOBILES—Production unusually 
high. Demand well sustained. 
MACHINERY — Railroad 
buying at low point. Agricultural 
machinery makers’ position un- 
changed. Other manufacturers in 
| position from good to poor. 
SHIPPING—Little improvement noted. 
Prospects do not favor early re- 
vival. 
SUMMARY—Conditions clearly point 
to continuation of current irregular 
tendencies. Price situation relatively 
firm but cost of production increasing 
on account of labor demands. Earn- 
ings in latter part of year will proba- 
bly show a decline. 


Outlook generally unsatis- 
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METALS 











Price Situation Unchanged 


It cannot be said that there is a defi- 
nite price trend at this time in the 
metals. Copper metal is now quoted at 
about 13 cents which represents a very 
material decline from the highest point of 
the year when it reached above 17 cents. 
Copper metal in comparison with other 
important commodities is now selling at 
very low prices. 

As a result of the unattractive price 
situation, some producers have curtailed 
production. The higher-cost producers 
are undoubtedly feeling the situation 
keenly especially in view of the fact that 
they can no longer hope to fall back on 
their silver production which under the 
recent Pittman Act proved somewhat of 
a salvation to many companies. 

Copper depends mainly on foreign con- 
sumption, and, being an international com- 
modity such as cotton or wheat, suffers 
greatly when foreign conditions do not 
favor a high rate of consumption. Noth- 
ing, therefore, of any great importance 
is likely to happen in this industry until 
there are signs of a revival of foreign 
purchasing. 

The other metals, such as lead and zinc, 


are in a similarly depressed position with 
demand currently at a relatively insignifi- 
cant point. 





COTTON 











Market Gains Strength 


The price of cotton advanced, and for 
this unfavorable weather news from 
Texas, Oklahoma and Arkansas was 
mainly responsible. A good deal of spec- 
ulative buying is going on, and undoubt- 
edly this has been a factor of consider- 
able proportions in the advance. 

On the more purely economic side, it 
is questionable that cotton prices can be 
maintained at current high prices for any 
considerable period. Paradoxical as it 
may seem, the reason for this view is the 
steadily advancing price of finished cotton 
goods. The price of these goods is 
steadily approaching a point where some 
effect on buying demand may be ex- 
pected. Notl.ing like a buyers’ strike of 
course is in prospect. Nevertheless, a 
sharp advance in finished cotton goods 
from these levels would almost certainly 
have the effect of discouraging new buy- 
ing. 
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BARTLETT’S “ON FINANCE” 
(Continued from page 1200) 











“It is my living sentiment and it shall be my 
dying sentiment: Independence now and Indepen- 
dence forever!” 


Or, harken to the same Webster’s remarks 
apropos of Alexander Hamilton. As originally 
enunciated, they were intended as a graceful com- 
pliment and were received as such. But see how 
satirically they would sit upon the shoulders of 
some of our state, city, town and village authorities 
—one or two mayors we know of, for example, 
whose greatest delight is municipal extravagance: 

“He smote the rock of national resources and 
abundant streams of revenue gushed forth.” 

Unfortunately, the remainder of that same 
eulogy could scarcely be applied, even in sardonic 
vein, to our municipal spendthrifts; for, of Ham- 
ilton, Webster concluded: “He touched the dead 
corpse of Credit and it sprang upon its feet.” 

To apply that to some of our city fathers we 
would have to become serious and revise it to read: 
“They touched the Living Organism of Public 
Credit and it fell, a corpse, to the ground!” 


Douglas Jerrold, little known today, has a line 
nicely applicable to stock traders who, no matter 
how sad their fortunes in the past, return, with 
heads bloody but unbowed, dauntlessly and fool- 
ishly to the fray: 

“Some people are so fond of ill luck that they 
run half way to met it.” 

While Arthur Clough is given immortality by 
Saying, as could any one of three and one-half 
billion other persons: 

“How pleasant it is to have money!” 


It remained for Dean Swift to strike to the 
kernel of the topic of our times, here in America, 
today—the Agricultural Problem: 

“And he give it for his opinion that whoever 
could make two ears of corn or two blades of grass 
to grow upon a spot of ground where only one 
grew before, would be better deserving of man- 
kind and do more essential service to his country 
than the whole race of politicians put together.” 


While those who look forward, with misgivings, 
to the increasingly imminent reopening of Con- 
gress, might well jot down in their note-books (for 
consoling reference when the dreaded speeches 
begin) the following from tae writings of Edmund 
Burke: 

“Because half a dozen grasshoppers under a 
fern make the field ring with their importunate 
chink, whilst thousands of great cattle, reposed 
beneath the shadow of the oak, chew the cud and 
are silent, pray do not imagine that those who 
make the noise are the only inhabitants of the 
field—or that beyond doubt they are many in num- 
ber—or that, after all, they are other than the 
little, shriveled, meager, hopping, though loud and 
troublesome insects of the hour!” 
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WHICH LOW-PRICE NON-DIVIDEND PAY. 
ING INDUSTRIALS WOULD YOU 
BUY TODAY? 


(Continued from page 1192) 











of the company, the demonstrated efficiency of the man- 
agement, the strong financial position, its satisfactory 
earning power and, finally, the essential nature of its 
business. 

Butterick is a manufacturer of patterns for women’s 
wear, which is the most successful end of the business, 
and is also a publisher of prominence. Among its im- 
portant publications are the “Delineator,” “Adventure” 
and “Woman’s Magazine.” 

For years, despite the most unfavorable conditions, 
the management has been able to provide results of an 
eminently satisfactory nature, from a purely financial 
viewpoint. Thus, in the past ten years, the company 
has earned a surplus in each of these years. The fact 
that it has not once had an operating deficit during t)is 
period is a fair enough instance of .its sound earning 
power. In earlier years, dividends of varying amounts 
were paid but during the war, conditions made it im- 
possible to continue these payments and, accordingly 
they were dropped in 1916. It is to be noted, however, 
that dividends of small amounts could have been paid 
out of earnings in any year had the management been 
of a less conservative type. 

In 1921 and 1922, the company fully recovered earn- 
ing power with results indicating $5.23 per share earned 
in 1921 and $3.42 earned in 1922. In the first six monthis 
of the current year, earnings were estimated at $3 53 
per share, and it is probable that the net earnings of the 
full year will break all records for the ten-year period, 
being estimated at about $6 per share. 

The company has always maintained a consistently 
strong working capital position, a feature which ex- 
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plains the elimination of the dividend several years ago. 
At the end of last year, the ratio of current assets to 
current liabilities was 2.3 to 1. This was not quite so 
good as at the end of the previous year when the ratio 
was about 3 to 1. Unquestionably, however, the work- 
ing capital position will be improved by the end of this 
ear. 
: Butterick could pay dividends of several dollars a 
year without violating good corporate practice and un- 
questionably represents a logical candidate for the divi- 
dend-paying class within a reasonable period of time. 
At current prices, the stock may be had at about 
18 where it has not yet discounted payments of say 
(Please turn to page 1242) 
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Should be First on Your List of Advertising Mediums! 


Consider the Immense Possibilities of the 
Field this Publication Covers ! 


—A net paid circulation of 40,000, reaching 100,000 bona fide investors. 
*_The average income of its readers is over $7,000.00 per annum. 
*—Over 9,000 Bank Officials are subscribers. 

—5,000 Investment and Brokerage Firms are subscribers. 

*_51% of its readers are executives of manufacturing plants. 

*_27% of these are Presidents of Corporations. 

*_48% of its readers serve on Boards of Directorate. 

*_24% of these are Directors of Banks. 

*_6§2% own their own homes. 

*—Over two thirds own one or more automobiles. 

*_24% are directors and officials in one or more banks. 

*_Over 70% are consulted in determinating the purchases of their concern. 


For the best means of approach to your best market, use 


MEMBER A. B. C. 
42 Broadway New York 
The largest proven paid circulation of any financial publication in the world. 


* Figures taken from circulation analysis that will be cheerfully mailed on request. 
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The 
Railroad 
Situation 


Our October finan- 
cial letter contains 
a discussion on the 
railroad situation 
and articles on sev- 
eral of the leading 
systems. 


Copies to investors 


upon request 
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ANSWERS TO INQUIRIES 
(Continued from page 1125) 








for the time being. 


AMERICAN LOCOMOTIVE 
Large Earnings May Not Continue 


Now that American Locomotive has split 
up its stock and increased its dividend, do 
you feel that stockholders have anything fur- 
ther to look forward to? In other words, is 
there a possibility of still higher dividends 
or do you consider that the stock has done 
about as much as can be expected and that 
profits should be taken now?f—C. C., New 
York City. 

American Locomotive for the first six 
months this year earned $12 a share on 
the common stock and the last six months 
will also show up well. Of course, these 
are very large earnings for a stock sell- 
ing around 69, but it should be realized 
that the locomotive business is of the 
“Prince and Pauper” variety. In 1922, 
for example, American Locomotive did 
not even earn the preferred dividend. 
We consider the business outlook quite 
uncertain at this time and believe it ad- 
visable to take profits in American Loco- 
motive stock. The stock is selling at the 
equivalent of 138 for the old stock. In 
view of the uncertain outlook for busi- 
ness in 1924, we do not consider it likely 
that the management will increase the 
present dividend rate of $6. 





BETHLEHEM STEEL 
Dividend Insecure 


My stock investments consist for the most 
of sound dividend payers, mostly preferred is- 
sues. I have, however, 50 shares of Bethle- 
hem Steel common and am uncertain as to the 
advisability of holding this as I do not care 
to keep any stock whose dividend is in 
danger. What is your advice?—H. J. L., 
Boston, Mass. 


Bethlehem Steel has long-pull possibili- 
ties but it is questionable, in our opinion, 
whether the present dividend can be main- 
tained as new business in the steel in- 
dustry has not been coming in very fast. 
This company has had large sums to 
spend in improving and coordinating the 
new properties it acquired, and if con- 
ditions in the steel industry should con- 
tinue to slow up, it is quite likely that the 
dividend would be reduced or passed. We 
believe it best for you to dispose of the 
stock. 


PRAIRIE OIL & GAS 
Large Storage Facilities 


How does the present oil situation affect 
Prairie Oil & Gas? With this company’s larce 
storage facilities it seems to me thut ultimately 
they could benefit from the situation, as they 
can get crude oil now at low prices, and if 
oil later goes up could make a good profit. Is 
this your idea of the situation?—A. A. &., 
Bath, Me. 


Prairie Oil & Gas has a large quan- 
tity of oil in storage, and before the win- 
ter is over will probably have its storage 
facilities taxed to the utmost. There is no 
question but that any important advance 
in oil prices next year would result in 
very handsome profits for this company. 


advise is to stay out of the stock market 





We do not feel, however, that it is advyis- 
able to become too bullish on this stock 
at the present time, for it is well to con- 
sider that a considerable amount of oil 
it now has in storage was purchased at 
higher prices, and now stands the com- 
pany a loss. The profits to be made by 
the company will depend on how soon an 
advance comes and the amount of the ad- 
vance. With the new Powell field show- 
ing a large increase in production and 
drilling of new wells in California, main- 
taining production in that state, it may 
be some time before there is an impor- 
tant advance in price. To store oil costs 
money, and should a favorable marke: tx 
long delayed, Prairie may not show any- 
thing unusual in the way of profits. 
stock has good long-pull possibilities, 
we do not consider it a particuarly att: 
tive purchase at this time. 


AMERICAN LIGHT & TRACTION 
Earned $10.22 a Share 


I have been a stockholder of Amer 
Light & Traction for several years. I « 
inally purchased the stock considerably higher, 
and while I have received stock dividend 
still shows me a loss. It appears to me 
the company’s policy of payiag half in « 
and half in stock has had the effect of steadily 
lowering the market price. I would like to 


have your frank opinion of this security 
whether you deem it a good one to hold | 
investment.—wW. K., 


Newark, N. J. 


American Light & Traction for the 12 
months ended June 30, 1923, reported a 
balance available for common dividends 
of $3,090,287, equal to $10.22 a share 
This compares with a balance of $3,505,- 
107 for the 12 months ended June 30, 
1922. This decline in earnings is largely 
accounted for by loss in revenues by the 
Detroit City Gas Co., one of the largest 
subsidiaries, due to an enforced cut of 
6 cents a thousand cubic feet for gas in 
Detroit since February, 1922. Dividends 
paid in stock of course increases the 
amount outstanding which is all right if 
the earning power of the company is on 
the increase also. Unfortunately such 
has not been the case with American 
Light & Traction in recent years, and this 
accounts for the decline. At present price 
of about 115 the stock appears to us to 
be selling high enough in view of the 
present earning power of the company 
In our opinion, Brooklyn Edison, paying 
8% per annum cash dividends and selling 
around 108, is a more attractive holding 


LACKAWANNA PR. R. 
Earnings Not Impressive 


I have been advised to buy Delaware, L« 
awanna & Western stock. As it only pays $6 
dividends, it does not appear a great bargai’ 
to me at 112 unless the dividend is going to 
be increased. Do you consider an increcs¢ 
likely ?—T. N., Harrisburg, Pa, 

Lackawanna for the year ended Decem- 

_ ber 31, 1922, just earned the $6 dividend 
on the common stock. For the first eight 
months of the current year earnings have 
been at the rate of $7 a share on the 
stock. Lackawanna is in strong financial 
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condition, but this earning power is hard- 
ly sufficient to justify any increase in the 
present dividend rate. At present price 
the stock looks high when compared with 
a stock like New York Central selling at 


nar and paying 7%. New York Central } 
; Pao its dividend this year about Forty-one Tests 


three times over. 





DELAWARE & HUDSON for Safety 


Is the Dividend Safe? 


re D a. ° ivide t . . . . 
bee ye a ~~~ Bey Ban my | SAFETY is the fundamental requirement in in- 


et Tf of ne ee ee ae vestment.Time is the one sure test which fixes not 


unsafe—S. ., How ork Oty. only the safety of the security, but the character 


elaware & Hudson for the year ended of the offering house as well. 
December 31, 1922, reported a deficit after 
charges of about half a million, and the S. W. STRAUS & CO.was founded more than 
9% dividend was paid in that year en- four decades ago for the purchase and sale of 
tirely out of accumulated surplus. This safe investments. 
naturally was a drain on the financial re- 
‘ces of the company and has left it 
1 not overstrong condition from the 
-point of cash resources. In the cur- 
year, operating conditions have been 


Years have come and gone, with wars, panics 
and periods both of depression and of great ex- 
pansion. 


, - Year by year the test for safety has been applied, 
— werd ag og — the hye — with the result that our slogan, changing only 
ee ey as WS 6 ae by the number of years it chronicles, now reads, 


margm to spare. While = immediate 41 Years Without Loss to Any Investor. 
reduction is looked for the dividend can- 


be considered very well protected, for 
As tin canines tim tite Galles te These years and the record each has brought forth 


rable period of operation, it could are forty-one tests which clearly guide you to safe 
hardly afford to maintain the present rate. investment. At this time, Straus first mortgage 
= ah to ae agg we - : ; 
Baltimore & Ohio's 5% dividend is more bonds are available in $1,000, $500 and $100 
strongly fortified, in our opinion, as it is 3 z - 3 1 2 
being earned sheut three tases over, Be- denominations, yielding 6 and 612%. Call or write 
lieve this would be a good switch for you for literature describing these bonds—backed by 


to make. 41 years of tested safety. Ask for 





" aiamecnaaianal a BOOKLET D-977 
Securities Analyzed in This Issue 
BONDS 


Bond Buyers’ Guide | S W. S A ~ & CoO 
New Security Offerings... . ° . TR U . 
Unlisted Utility Bonds d ESTABLISHED 1882 OFFICES IN PORTY CITIES INCOR PORATED 
RAILROADS Straus BuILpING Straus BuILpING 

Colorado & Southern | 565 Fifth Ave., at 46th St. 6 No. Clark St., at Madison St. 
Reading Railroad New Yorx CuxIcaco 

OILS 
Buckeye Pipe Line. 


Illinois Pipe Line 

weed Sad ree _41 YEARS WITHOUT LOSS TO ANY INVESTOR 
INDUSTRIALS © 1923—S. W. S. & Co., Inc. 

American Type Founders. . 

American Car & Foundry. . 

American Woolen Co 

Butterick Co. 

Curtiss Aero 

Davison Chemical 

Franklin Railway Supply... To those holding or contemplating the 

Gray & Davis T ky EE purchase of Oil Stocks the discussion 


General Motors contained in the current issue of our 


Mack Trucks Inc O | L Ss MARKET LETTER 


79 Post Street, San FRANCISCO 
































Montgomery-Ward 
Preferred Stock Guide... . . 
Savage Arms Co ; 
Wine Oiont America... A copy sent on request for E-42 
Wright Aero 


should prove interesting and valuable. 


SHONNARD & CO. 


Members New York Stock Eachange 


Kennecott Copper MAIN OFFICE BRANCH OFFICE 


Magma Copper 120 Harriss Col de Bldg 
Broadway arriss Colonnade > 
PUBLIC UTILITIES | 255 West 57th St. 


Public Service Corp of N. J. New York 
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Market 


Recommendations 


Our market letters analyze 
various industrial conditions 
and point out the underly- 
ing fundamentals which 
cause price movements in 
the market position of se- 
curities. 


Write for suggestions and 
general letter. 


joseph Walker & Sons 


Founded 1855 
Members New York Stock Exchange 


61 Broadway New York 
Telephone Bowling Green 7040 

















Now you can 


share in the earnings of banks, 


trust companies, and other finan- 
cial selected by 


experienced bankers. 


institutions 


Eastern Bankers 
Corporation 


is practically a group of in- 
vestors who secure the advan- 
tages of diversification for 
greatest safety, yield, and profit 
possibilities by cooperation. 
Look into this unusual oppor- 


tunity. 


Ask for Circular D1 


Bankers Capital 
Corporation 


Bank and other Financial 
Corporation Stocks 


41 East 42nd St., New York 


Telephone Vanderbilt 1155 











WHAT’S WRONG WITH 
THE BOND MARKET? 


(Continued from page 1180) 











over the United States, and that this 
highly economical method of distribution 
itself acts as a stabilizer in price for the 
smaller houses. And contrary to what 
one may think, it does not injure their 
business, but gives it a solid setting, by 
helping to stabilize the market, which is 
another way of saying, by minimizing the 
periods of time in which bonds sell below 
par. For selling below par when the 
market rate for money rises above that 
prevailing when the bonds were issued, 
there is no cure. But for all else there 
is, and the weeding out of weak houses 
assists in the general protection of all 
bondholders. 

Lastly the influence of tax-exemption 
on the bond market need not be forgotten. 
The exemption from federal taxation en- 
joyed by the holders of municipals has 
resulted in a large part of the investments 
of our wealthier or rather our larger 
earning classes, going into municipals. 
Politicians, especially extravagant poli- 
ticians, with an eye single to contracts, 
knew of this and have relentlessly taken 
advantage of it. There is no doubt that 
the tax-exemption enjoyed by municipals 
has encouraged municipal extravagance 
as no schemes of ward politicians could 
ever do. 

All the wise counsels of municipal 
science have been flung to the winds. The 
net result is what one might have ex- 
pected, there have been a multitude of 
such offerings, until there was far more 
offered than there was a clientele for 
whom the tax-exemption was a serious 
attraction. Consequently municipal bonds 
are now cheap, and there are quite a num- 
ber of bargains of the better grade. In 
fact some Cleveland bonds, maturing in 
1931, have recently sold on a 4.80% basis, 
tax-exemption and all. Of course, Ohio 
bonds aré a little peculiar as they are not 
exempt from state taxes in Ohio, and 
hence there is a restricted local market 
therefor. Nevertheless the trend is un- 
mistakable and good municipals are cheap. 

They will not be cheap much longer, as 
the municipal bond houses are not 
frightened as they were several months 
ago, and they are holding out for a “just 
price.” The only factor that still makes 
for a little weakness is that many rather 
inferior offerings are still crowding the 
decks. A word to the wise in Municipals 
may not be amiss. The debt limit is 
based usually on the assessed valuation 
of property. We are now at the end of 
a violent real estate boom, and the prices 
of real estate are fantastically high, and 
wholly out of alignment with general 
commodity prices. As long as_ under- 
building remains, there may be a sustained 
real estate market. But should realty 
values crash, say 25%, the net result 
would be that many a city that has been 
too lavish in band issues would find that 
instead of a three per cent rate of taxa- 
tion they would need a six per cent rate 
which the courts might hold to be confis- 
catory. The great safeguard against 
this unfortunate situation is first to have 


serial bonds, so that some of the issue 
will have been paid off when the tax rate 
is thus forced upwards, and second not 
to buy the bonds of cities who are 
perilously near their debt limit, upon 
present inflated valuations. 


To sum up. The bond market has gone 
through a ‘complete process of adjust- 
ment, extending over a year’s duration, 
A great many bonds, as a result of the 
decline, are now reasonably attractive 
When the peak of money rates has been 
passed, say within several months, the 
force of this should be to stabilize bond 
values and thus prepare for the inevitably 
higher market. For the present, however, 
there is no need to rush to buy these se- 
curities as plenty of time remains when 
they will be on an attractive basis. 





THE FINANCE COM- 
PANY’S PLACE IN THE 
BANKING WORLD 

(Continued from page 1215) 








business men who feel they have not 
enough capital and who want to exploit 
a larger field than is open to them with 
the funds at their disposal. They may 
not be well enough known or have large 
enough enterprises to resort to issues of 
securities. They go to the finance com- 
pany because they can obtain the capita 
in that way, and can thus expand thei 
business over a much larger field thar 
would otherwise be possible. In judgin 
of the charge of the companies, it shoul 
be remembered that 14% a month is 
only about the same figure that would 
be demanded if the concern bought its 
goods from a wholesaler or manufacturer 
who allowed the usual cash discount. For 
example, take the case of B, a jobber who 
buys $10,000 worth of goods from A, a 
manufacturer, on sixty days time, but with 
the understanding that immediate cash 
means 3% discount. This jobber is in 
practically the same position if he takes 
his full time of payment, thus making his 
invoices $10,000 flat instead of $9,700 (or 
$10,000 less 3%), and then, in order to 
finance himself, obtains from a finance 
company an equal amount of cash which 
he uses in carrying his customers, paying 
the company 144% per month, or $150, 
for two months. The finance company is 
essentially a trade lender, not a banker, 
and its charges must be judged by the 
standards obtaining in commerce and in- 
dustry, and not in banking. 


Some Dangerous Possibilities 


There are dangerous possibilities in 
this system, just as there are in all sys- 
tems of credit. It undoubtedly enables 
the extension of the instalment plan sys- 
tem of selling, or in other words, enables 
the consumer of goods to live up more 
nearly to his income. This, however, 1s 
a danger which inheres in any system o! 
commercial credit, and is probably not 
made essentially worse by the interven- 
tion of the finance company. The com- 
pany’s operations doubtless result in giv- 
ing capital to persons who otherwise 
could not get it through ordinary bank- 
ing channels, but the same objectioa 


THE MAGAZINE OF WALL STREET 





might be made with respect to the work 
of banks. The latter transfer funds to 
persons who could not get them for use 
if they had to depend upon their own re- 
sources exclusively. Doubtless it is true 
that in the development of this system 
there have been abuses during the forma- 
tive years that will be gradually eradi- 
cated. That is true of most new meth- 
ods of extending credit and doing busi- 
ness. At all events, the finance company 
is extending its numbers and is effecting 
affiliations with banks the country over 
which it probably could not secure were 
not these banks of the opinion that the 
ystem furnishes a means of accommodat- 
ing customers who are honest and deserv- 
ing of credit, but who cannot be accom- 
modated under the stricter principles 
which control in the banking field. 





MRS. CLARENDON AN- 


SWERS READERS’ IN- 
SURANCE QUERIES 


(Continued from page 1201) 








ways judicious. Life insurance, paid in 
monthly or quarterly instalments, miti- 
gates this difficulty for the widow, and 
guarantees to her a regular income with 
no responsibility on her part but to en- 
dorse and deposit the regular check re- 
ceived from the insurance company. 


The Continental Life Insurance Com- 
pany was incorporated under the laws of 
Delaware in 1907 and commenced busi- 
ness in the same year with a capital of 
$1,000,000. Its paid in capital in 1907 was 
$100,180, which has been increased from 
time to time, and, on December 31, 1921, 
amounted to $651,010 (not including $27- 
000 of issued treasury stock). The sur- 
plus contributed by the _ stockholders 
amounts to $602,438. The total dividends 
pail stockholders since organization of 
the company aggregate cash $578,200. 


\ recent report by Alfred M. Best 
states of the Continental Life of Dela- 
e, “It is backed by very reputable in- 
terests. It has had a most remarkable 
solid growth. It has an ample sur- 
, the amount remaining on December 
1921, being $713,082. Its actuarial 
hods are sound. Its investments are 
diversified, carefully selected and yield a 
1 return. The mortality rate has 
1 remarkably low. Death claims are 
promptly paid.” 


‘he Mutual Benefit does not issue 
either the Disability Benefit or the Acci- 
ental Death Benefit. If you obtain a 

ability Benefit from the Continental 

e, which guarantees an income of 2% 

the face value of the policy, it must 

urally cost more than the same bene- 

issued on a 1% basis. You pay for 
vhat you get. The cost for the Dis- 

lity Benefit usually involves an addi- 
tional premium to the fixed rate of the 
policy itself. 


The question of carrying all your insur- 
ance with one company or spreading it 
among various institutions is one of per- 
sonal preference—it is not material, so 
long as the companies selected are con- 
‘rvative and sound. 
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The hum of industry 
in your safe deposit box 


IMPORTANT developments 
in leading industries stir the 
thinking of the far-sighted 
bond buyer. He is on the look- 
out for well-secured bonds— 
of well-known industrial com- 
panies with established rec- 
ords of earnings. 

Bonds which we offer must 
first pass our searching analy- 
sis before we purchase the 
issues in whole or in part and 


distribute them to the in- 
vestors of the country through 
our nation-wide organization. 

Our nearest branch office 
will gladly put you on our ad- 
vice list. By this means, you 
will be appraised promptly of 
new bond issues which carry 
our recommendations. 

Our branch offices are in the 
leading cities. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the World 


BONDS 


SHORT TERM NOTES 


ACCEPTANCES 


AULA mR 











40 EXCHANGE PLACE 








Telephone Broad 6291 


The Foundation Company 
COMMON STOCK 


We have prepared a booklet on this Company and the outlook 
for its Stock, which we shall be pleased to send on request. 


Kelley, Drayton & Co. 


Members New York Stock Exchange 


NEW YORK 


UPTOWN OFFICE: 50 EAST 42nd STREET 























Salvador; 


Customs Ist Lien 8% Bonds 





An American 
Issue 


—financed by American capital. 
—Recognized by American De- 
partment of State. 


Customs revenues collected in 
American Dollars by an 
American representative of 
an American trustee. 

Safeguarded by increasing 
American trade expansion. 


Recommended for conservative 
investment to yield 


about 8.20% 


F. J. LISMAN & CO. 


20 Exchange Place, New York City 


Established 1890 
Members New York Stock Exchange 




















The bonds were as 
safe as ever, but— 


“Some of my miscellaneous 
bonds declined so much in 
price,” writes an investor, 
“that I was afraid to hold 


them any longer, and I 
sold at a loss. I am told, 
however, that they are still 
perfectly safe.” 


Safety, for the average .nvestor, means 
more than getting interest and principal 
when due. It means such stability of 
value that there will never be any tempta- 
tion to sell tor less than cost—never a 
drop in price which might make the in- 
vestor ask, “Is this bond really secure? 
Hadn't I better get rid of it right now?” 
No owner of Miller First Mortgage 
Bonds ever had to sell at a loss. And 
these bonds pay up to 7% interest (the 
rate prevailing for high-grade Southern 
bonds of this type). Write, while you 
think of it, for descriptive booklet, 
“Creating Good Investments.” 


$100 Bonds $500 Bonds 
$1000 Bonds 


Interest paid twice yearly. 
Yield: Up to 7%. 


Partial Payment Accounts Invited 


G.L.MILCLCER & G. 


822 Carbide and Carbon Building 
30 East 42nd Street, New York 


Philadelphia Pittsburgh St. Louis 
uffalo Atianta Memphis Knoxville 


“First—The Investor's Welfare” 





Current Bond Offerings 
Market Slightly More Active Than in Recent Weeks 


EW bond business appeared in better 
N volume in the past two weeks, the 

amount of new issues aggregating 
about 40 millions weekly, which, while 
below average over the past year or so, is 
nevertheless an improvement over recent 
weeks. Bankers and investment houses 
are more than ordinarily cautious as con- 
siderable doubt prevails over the possibil- 
ity of successfully floating more than a 
fair amount of new issues. Nevertheless, 
sentiment in banking circles seems im- 
proved as compared with the situation a 
month ago. 


Competition With Old Bond Market 


Leading new issues, were the two rail- 
road bonds—the Great Northern Ry. 
Equipment 5s and the Kansas City Term- 
inal 54%4% secured notes. State and 
municipals as usual were in abundance, a 
rather remarkable feature being the un- 
usual volume of bonds by the smaller 
political subdivisions. Some of these 
issues are open to question to say the least, 

Prospects for money rates are not pre- 
cisely enticing though a material advance 
in the money rate level is not to be ex- 
pected. One feature of affecting new 
bonds is the competitive influence exerted 
by bonds already listed as many of these 


are at unusually attractive levels for in- 
vestment purposes. 








NEW BOND OFFERINGS 
STATE AND MUNICIPAL 


Yield Off'd 
Amount 


Little Rock, Ark.. ...$1,315,000 
Duval Co., Fila. - 1,050,000 
State of Illinois 3,000,000 
Toledo, Ohio 1,073,000 
FOREIGN 


Republic of Labrador$6,000,000 
INSULAR POSSESSIONS 
$400,000 4.70-4.75 


Cajuas, Porto....... 


PUBLIC UTILITY 
Pennsylvania Lt. & 


Power Co.........$4,000,000 


, 6.07 
Metropolitan Edison 


6.15 
6.63 
6.50 





i  aecimastemetn an & 
Western United Gas 
& Electric 510,000 
RAILROAD 


Gt. Northern Ry. Co.$8,625,000 
Kansas City Terminal 


Ry. Co. ...cccceee 10,000,000 


INDUSTRIAL 
Utilities Coal Corp. .$1,250,000 6.50-7.25 


5.20-5.50 


5.75 














IS WALL STREET SAFE 
FOR INVESTORS NOW? 
(Continued from page 1173) 




















small consolation to the individual who 
has seen his life savings filched. 

Since its foundation sixteen years ago, 
THe MAGAZINE OF WALL Street has con- 
stantly preached the cause of broader 
financial and investment education and 
has practiced what it preached. 

“It would be useless to adopt the slogan 
‘Investigate Before You Invest,” re- 
marked Mr. Jason Westerfield, Director 
of Publicity of the New York Stock Ex- 
change, “unless the machinery for investi- 
gation is provided.” 

Within the last few years there has 
been a general movement in the direction 
of educating the public and providing 
means through which the public can in- 
vestigate along the lines blazed by THE 
MAGAZINE OF WALL Street. The issue 
of Government bonds during the war gave 
a tremendous impetus to the thrift move- 
ment in the United States. Eighteen 
million investors subscribed to the $20,- 
000,000,000 of Government securities, and 
as the great majority were unversed in 
the principles of sound investment, it was 
obvious that the newly launched thrift 
movement opened a wide field to the un- 
scrupulous promotor. 

The leaders in investment thought and 
action were not slow to perceive the 
dangers of the situation. Accordingly, 
powerful organizations were formed for 
the purpose of protecting the investor. 
Important work has been accomplished 
along that line. It is estimated that at 


the present time more than $1,500,000 is 
being spent annually for that purpose 
This money is subscribed by brokers, in- 
vestment bankers and business in general. 

About $300,000 is spent annually by the 
National Vigilance Committee of the 
Associated Advertising Clubs, while the 
expenditure of the balance is supervised 
by the Better Business Bureaus, includ- 
ing the Investors’ Vigilance Committee, 
Inc., located in various cities throughout 
the country. These Better Business 
Bureaus have prevented fraudulent stock 
operations which would have cost the 
public at least $25,000,000. They have 
done yeomen work in correcting bad sell 
ing and advertising practices and de 
veloped an information service available 
to its members and functioning without 
cost to the small investor, through sav 
ings banks, and reputable investment, in 
dustrial and mercantile firms. These 
Bureaus work through news articles 
newspaper advertising, public addresses 
special bulletins and other publicity chan 
nels. Much has been done and there is 
still much to do. But the investor wh 
blindly buys a stock or bond these days 
most certainly has only himself to blame 
if he picks a lemon in the garden of in- 
vestment. 


Decrease in Speculation 


Within the last twenty years there has 
been a notable decrease in speculation. 


THE MAGAZINE OF WALL STREET 








perhaps it would be more accurate to 
say that owing to the increased number 
companies and shares listed on the 
ck Exchange, speculation has broadened 
and there is, therefore, a lesser range 
fluctuations in individual issues. In 
) there were, in round figures, 56,000,- 
shares of stock listed on the New 
k Stock Exchange. The great in- 
se in number of shares listed is shown 
the following tabulation : 


Year Shares listed 
1900 56,090,000 
1905 82,475,000 
Pi... .caaneedneseencd Le 
1915 158,351,000 
GO, o6nvcntueesensces 220,753,000 
Bcc ccccveceevcssces 299,712; 

Gb accaveavekeesesed 242,428,000 


t the present time there are 630 com- 
es listed on the Stock Exchange with 
issues representing 240,000,000 shares 
stock. There are also 1669 issues of 
ls of 688 companies, governments, etc., 
esenting a par value of $18,528,000,000. 
se figures do not include the $20,- 
000,000 Liberty Loan bonds. Un- 
itedly the increase in the transfer 
s from $2 to $4 a 100 shares has had 
important effect upon speculative ac- 
ties. Against the 150 floor traders of 
cade ago there are now approximately 
ett, 
\ith a transfer tax of $4 a 100 shares 
clearance charges of $3.75 a 100, the 
- trader stands to make less than $5 
on a profit of % of a point on 100 
res and stands to loss approximately 
if his judgment is wrong and his 
k goes an %th of a point against him. 
1, other words, he is working on odds 
{to 1 against him. Small wonder than 
t most of the floor traders have either 
yme specialists or else quit the work 
other more lucrative fields, and that 
market is more of an investment 
rket than ever before. 


Conclusion 


The conclusion, then, that the financial 
trict is now a safer place for the in- 
stor than at any previous time in 
nancial history, is based upon the follow- 


« tacts: 


1—There has been a thorough house- 
cleaning in the financial district. 


The morale of the financial com- 
munity is higher and its regulations 
and safeguards more stringent than 
ever before. 


The investing public has facilities 
for investigation of securities which 
permit of no excuse of ignorance 
on the part of the investor. 


That the new Wall Street is a far bet- 
‘r place than the old goes without say- 
ig. And it also goes without saying that 
he present mistrust and fear on the part 
f the public will gradually disappear as 
oon as the fact is generally recognized 
that the financial community, as a whole, 
is constantly striving to protect and aid 
the intelligent investor who is seeking to 
place his funds where they will give the 
greatest yield commensurate with the 
principle of safety. 
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Do Your Profits Go Up 
When the Market 
Goes Down? 





A large number of investors in securities listed on the New 
York Stock Exchange are continually hoping for the market 
to “go up” in order that their transactions will show them a 
profit, and they are usually in despair when the market “goes 


down.” 


It is plain to see that an investor in this class labors under a 


great handicap. His opportunity for profit is minimized 50%. 


Anyone who operates in the market and who does not take 


advantage of the long downward swing in prices, as well as 


the long upward swing, is only half an operator. 


The largest profits in speculative investment operations do 
not come from dividends, but from the great changes in prices 


which are constantly occurring in various stocks. 


The Richard D. Wyckoff Analytical Staff guides the invest- 
ment transactions of its Associate Members in an individual 
and scientific manner, on both sides of the market, so that 
they are in a position to realize profits whether the long trend 
of prices be upward or downward. 





No one can take advantage of every opportunity, nor is 
anyone infallible in forecasting price movements, but during y, 
the past our Staff has succeeded in pointing out oppor- wf 


tunities from which Associate Members have ‘ 
realized profits equivalent to many times P 

4 THE 

the yearly cost of Membership. y 4 mectnane 

7 D. WYCKOFF 

Ps ANALYTICAL STAFF 


4 42 Broadway, New York. 


Mail the coupon today, What can your staff do for me? 

. ‘ ~ 1 am interested in © Investments 

and full information sr? for @ long pull or © trading or 
: ° © both. 

will be sent to ¢ (Mark the ones you are interested in.) 

4 My present holdings and available capital totals 


you at once. 4 approximately 
4 This is to be held in strictest confidence by you. 


4 1 understand there is no charge or obligation in send- 
- ing for this information. 


4 


























UNLISTED UTILITY BOND INDEX 


Our new circular giving squnee cosmteinnn 


Invest- 

ment Asked 

Grade Price 
Adirondack Power & Light Ist & Ref. 5s, 1950 B.. 100 
Adirondack Electric Power Ist 5s, 1962........... eaucwansesceue Riv. 96% 
Alabama Power Co. Ist 5s, 1946............ seenneseecoesenoocet Bu. 91 
Appalachian Power Co, Ist 5s, “* 89 
Appalachian Power Co. 7s, 1936 (Non-Callable) -» 10 
Ashville Power & Light 5s, 1942 ° .* 95 
Carolina Power & Light Ist 5s, 1938 ee 95 
Central Maine Power Ist & Gen. Mtge. 7s, Ser. A, 1941 . SS 
Colorado Power Co. Ist 5s, 1953 is 87% 
Consumers Power Co. (Mich.) Ist 5s, 1936 a 95% 
Electrical Development of Ontario 5s, 1933 _ 95% 
Great Northern Power Co. Ist 5s, 1985........ccceeceeeccencccce B.. 91 
Great Western Power Co. = 921, 
Hydraulic Power Ist & Imp. 5s, 1951 _ 97% 
Indiana Power Co. 7%s, 1941 -- 102% 
Idaho Power Co. 5s, 1947 - 88. 
Laurentide Power Co. Ist 5s, 1946 - 94% 
Madison River Power Co. Ist 5s, 1935 ee 98 
Mississippi River Power Ist 5s, 1951 - 92 
Nebraska Power Corp. Ist 6s, 1949 -- 100% 
Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 -- 104 
Penn.-Ohio Power & Light 8% Notes, 1930 -» 103 
Puget Sound Power Co. Ist 5s, 1983 . 97 
Salmon River Power Ist 5s, 1952 = 95% 
Shawinigan Water & Power Ist 5s, 1934..... onsecensesséoeseessoes A.. 100 
| Southern Sierra Power Co. Ist 68, 1936. .........ccecccecceees eco Ace 101 


Typical Lists 
of Diversified 
Investments 


eeeeer eres 





includes ten carefully 

selected groups of 

bonds and preferred 
stocks. 





Copies upon request. 





Wisconsin Edison Co. 6s, 1924. .........ceeeeees Céeetiansnesonen A.. 100 


L. F. Rothschild & Co. 


Members New York Stock Exchange 
120 Broadway New York 








GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Ist 5s, 1960 

Burlington Gas & Light Ist 6s, 1955 

Buffalo General Electric Ist 5s, 1939 

Cleveland Elec. Ill. Co. 5s, 1939 

Cons. Cities Light, Power & Traction Ist 5s, 1962 

Dallas Power & Light 6s, 1949 

Denver Gas & Electric Ist 5s, 1949 

Evansville Gas & Electric Ist 5s, 1932 oe 
Houston Light & Power Ist 5s, 1931..........-eeeeee obeeeeeeds _ 
Indianapolis Gas Co. Ist 5s, 1952. ........csceecececcees eccccceces es 
Nevada-California Electric Ist 6s, 1946 

Oklahoma Gas & Electric Ist & Ref. 7%s, 

Oklahoma Gas & Electric Ist Mtge. 5s, 1929 

Portland Gas & Coke Ist 5s, 1940 

Rochester Gas & Electric 7s, Series B, 1946 

San Diego Cons. Gas & Electric Ist Mtge. 6s, 1939. ....... cseee+s 
Syracuse Gas Co. Ist 5s, 1946. 

Tri-City Railway & Light 5s, 1930 

Twin State Gas & Electric Ref. 5s, 1953 

United Light & Railway 5s, 1932 


TRACTION COMPANIES 


Columbus Street Railway Ist 5s, 1932 

Detroit United Railway Ist Coll 8s, 1941 
Galveston-Houston Electric Railway ist 5s, 1954 
Kentucky Traction & Terminal 5s, 1951 

Knoxville Railway & Light 5s, 1946 

Minn. Street Ry. & St. Paul City Ry., Jnt. 5s, 1928 














What is back of 


Cities Service Co. 
Preferred Stock? 


First: Over 100 subsidiary 
companies producing and 
marketing necessities. 

Seconp: Assets of more than 
four times the present mar- 
ket price. 

Tuirp: High earning power— 


Preferred dividend require- 
ments for 1923 were earned 
in less than 5% months. 


Memphis Street Railway 5s, 1945...........eeee0es Soeceesnececes c.. 
Northern Ohio Traction & Light 6s, 1926 

Nashville Railway & Light 5s, 1953 

Schenectady Railway Co. Ist 5s, 1946 


- ° e Topeka Railway & Light Ref. 5s, 1958. ........cseeccececcccseecs B.. 
Other features include high in- 


terest yield and ready market- 
ability. 


HOLDING COMPANIES 


American Lt. & Trac. 6s, 1925 (Without Warrants) se 101% 
American Gas & Electric 6s, 2014 95 
American Power & Light 6s, Series A, 2016 a 92 
Federal Light & Traction Ist 5s, 1942 = 87 
General Gas & Electric s. f. 7s, 1952 .. 100 
trated booklet showing _ the General Gas & Electric Ist 5s, 1925 an 
scope of Cities Service Com- Middle West Utilities 8s, 1940...... Slulicidnnnetaieeeheenis A.. 106% 
pany. Standard Gas & Electric 74s, 1941 .. 104 


CITIES SERVICE COMPANY 
Hen erty 
& 
NEW YORK 


PRINCIPAL CITIES 


Send for Preferred Stock Cir- 
cular P-18 and a copy of 
“Serving a Nation,” an illus- 


TELEPHONE AND TELEGRAPH COMPANIES 


Bell. Tel. Co. of Canada Ist 5s, 1925 - 98% 
Chesapeake & P. Tel. Co. (Va.) Ist 5s, 1943 os 95 


Home Tel. & Tel. Co. of Spokane Ist 5s, 1936 Me 95 
Western Tel. & Tel. Collateral Trust 5s, 1932. ...........+++ eseoes Ane 98 





60 WALL ST: 
RANCHES IN 
































THE MAGAZINE OF WALL STREET 





BOND MARKET SENTIMENT 
SLIGHTLY BETTER 


Expected That Effort Will Be Made 

to Dispose of Bonds Which Have 

Been in Dealers’ Hands for Some 
Time 


HILE there has yet been no tan- 
W gible evidence in the form of im- 
proving prices for public utility 
bonds, signs are not lacking that there is 
improvement in sentiment regard- 
the future of the bond market. It 
true, however, that the market still 
tinues dull with little interest being 
nifested. There is a distinct move- 
nt on foot among several of the larger 
tributing houses to take up some of 
issues on which the offerings were not 
irely successful, due to pricing at a 
ire which did not prove attractive. 
» object of this, of course, is probably 
clear the atmosphere so as to enable 
flotation of some new issues. Pub- 
utilities and foreign governments have 
en waiting a favorable opportunity to 
ne into the market. 
Public utility financing, which has been 
ler consideration for some time, has 
t yet materialized nor is it likely to un- 
many of the issues which are clogging 
he market have been removed by offer- 
gs at concessions, so that at least for 
time being there seems little possi- 
lity of any great movement to bond 
ices. Unlisted public utility issues have 
ntinued dull and unchanged with little 
terest displayed. Bond dealers have 
haracterized the present situation as be- 
g one of the dullest periods witnessed 
nce the war. However, after a period 
moderately declining prices and dul- 
ss lasting nearly eight months, a turn 
r the better is looked for. 


Utility Issues 


Several small utility offerings have been 
put during the past few weeks testing the 
market, and they were reported as being 

uirly well taken. One, a short-term note 
ssue, was brought out to yield 7%, while 

few 6% bonds were put out to yield 
etter than 6%%. It is also reported 
hat the number of issues in dealers’ hands 

being thinned out, due to scarcity of 
ublic utility bond or note offerings the 
ast few months. 

As has been pointed out previously in 
these columns, the prospective investor 
looking for good public utility issues can 
well afford to await favorable opportuni- 
ies to pick up issues which are wanted. 
On short-term notes, 7% and above can 
be obtained, while among the bonds some 
good 6% isues are still obtainable at a 
yield of better than 614%. 

Two good opportunities for 6% deben- 
tures can be found in American Gas & 
Electric 6s of 2014, which at 95 show a 
yield of better than 6%, and American 
Power & Light, Series A 6s, of 2016, 
which at 92 show a yield of more than 
6%%. Both companies are old-line pub- 
lic utility properties, and the issues are 
attractive as combining safety with a fair 
yield. Better market conditions would 
seem to entitle these issues to sell close 
to par. 
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TEN REASONS 


Why You Should Invest in 


Home Title 


Guaranteed First Mortgages 








Every mortgage is secured by property conservatively 
worth as much again as the mortgage and by the 
personal bond of the owner. 


. Experienced appraisers determine values, which are 


again passed upon by our Executive Committee. 


. No mortgage is sold to investors unless the home or 


building securing it is completed in every respect. 


. We take full care of our mortgages, see that the 


properties are adequately insured, that they are kept 
in proper repair, that taxes and assessments are paid, 
and collect interest and principal when due. 


. We receive 6% per annum from our mortgages and 


sell them to investors with a guaranteed return of 
54%. The difference of 44% pays us for our care and 
guarantee. 


. Our business is under the strict supervision of the 


Insurance Department of the State of New York and 
our guarantee is an insurance policy of investment 
safety. 


. Savings Banks, Trustees and Guardians, whose in- 


vestments are rigorously restricted by law, invest a 
large part of their funds in guaranteed first mort- 
gages. 


. Investors can suffer no market loss from our mort- 


gages. They are always worth 100%. 


. Every mortgage or certificate is accompanied by our 


unqualified, legal guarantee, backed by every dollar 
of our resources, that principal and interest will be 
paid, come what may,—fire, panic, foreclosure or 
other unforeseen disaster. 


. We can unhesitatingly state that our mortgages, 


which now yield 5% net, offer the most liberal in- 
come obtainable from any form of investment pos- 
sessing the safety of Home Title Guaranteed First 
Mortgages or Certificates. 


Available in Amounts from $200 to $200,000 


Write your name and address on this advertisement and 
send to us for our free descriptive booklet M.W.172 


“The Guaranteed Way To Independence” 











HOME TITLE 


INSURANCE COMPANY 


H. J. DAVENPORT, President 
Capital and Surplus Over $2,000,000 


51 Willoughby Street, (°%2n°") Brooklyn 


Bank of Manhattan Building, Jamaica 





























OUR RECENS 


“Investment 
Suggestions” 


gives Moody’s rating of 
a number of high-grade 
bonds and stocks. 


—Shows the effect of the 
Federal Income Tax on 
the yield from dividends 
as compared with interest 


—And the effect on the 
yield from tax-free bonds 
as compared with tax- 


able bonds. 


Sent on Request 


M.C. Bouvier & Co. 


Members New York Stock Exchange 


20 Broad Street 




















Caldwell & Co. 


INVESTMENT BANKERS 
Dealers in Southern Municipal 
and Mortgage Bonds 
719 Union St., Nashville, Tenn. 


Please send me a complimentary copy of 


“The South’s Answer” 


describing the natural resources of 
the South in agricultural and in- 
dustrial raw materials, the steady 
growth of prosperous Southern 
Cities, and de definitely superior 
features of safety of Caldwell 7% 
First Mortgage Bonds 





ADDRESS 
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1922 


<< COMBINED AVERAGES 
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MARKET STATISTICS 


N.Y.Times 
40 Bonds 20Indus. 2( Rails 


Friday, October 5 75.74 89.41 79.96 
Saturday, October 6... 75.94 
Monday, October 8.... 76.19 
Tuesday, October 9.... 76.12 
Wednesday, Oct. 10.... 76.07 
Thursday, October 11.. 75.99 
Friday, October 12.... 
Saturday, October 13.. 76.05 
Monday, October 15... 76.10 
Tuesday, October 16... 75.95 
Wednesday, Oct. 17.... 75.96 
Thursday, October 18.. 75.97 


Dow, Jones Avgs. 


N.Y.Times 
7—50 Stocks——\ 
High Low 
80.65 80.00 
80.80 80.22 
81.00 79.83 

79.90 79.14 
79.95 79.13 
79.41 78.59 


DA 

78.98 78.68 
79.68 78.94 
79.79 78.39 
78.96 78.14 


79.01 


Sales" 


7 8 
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More for 
Your Money 


Swapping things—as when our grandmothers 
traded eggs for calico at thecross-roads store—gives 
a better understanding of values. Bymeasuring one 
thing against another we too can often judge values 
more clearly. 


Coal and wages make up more than half the 
manufacturing cost of cement. 


The chart above shows price fluctuations for 
portland cement, coal and wages during the past 
ten years. In each case 100 is used to represent 
1913 figures, by the Government departments 
which compiled these statistics. 


Translated into “eggs and calico” language, this 
chart shows that a ton of coal would buy nearly 
twice as much cement in 1922 as in 1913. A day’s 
wages also would buy more cement in 1922 than 
in 1913. 

This means that even though coal and wages 
make up more than half its manufacturing cost, 














1S 196 1'o7 19:8 1919 1920 192! 


Coal prices from Survey of Current Business, February 1923 
Cement prices from U.S. Geological Survey 
Wages, from November (1922) Monthly Labor Review, Bureau of Labor Statistics. 


So, considering these increased costs, it is plain 
thatin buying cement you get more for your money 


than before. 


PORTLAND CEMENT ASSOCIATION 
111 West Washington Street 
CHICAGO 
cA National Organization to Improve and 
= the Uses of Concrete 


Felon : 
jacksonville 


coal or wages. 





cement is now relatively lower in price than either 


City 
a 

















PUBLIC SERVICE CORP. 
OF NEW JERSEY 





(Continued from page 1208) 





able income under these conditions; and 
should changes be found necessary, the 
incoming State administration will have 
to deal with them. 

It is evident, therefore, that traction 
earnings cannot be considered of much 
help to the company for some time to 
come, until the permanent status of its 
rates and its connection with the bus com- 
panies is fixed. 

In the meantime, earnings have con- 
tinued quite satisfactory from other 
branches of the company’s business, so 
that for the twelve months ending August 
31, 1923, the company showed a balance 
after charges of 6 millions, or 1.2 mil- 
lions more than for the corresponding pe- 
riod a twelve-month ago, and equivalent 
after preferred dividends to roughly $6 
a share on the common, compared with 
present dividend rate of $4 annually. 

According to the consolidated balance 
sheet of the Public Service Corp. of New 
Jersey and its subsidiary utility companies 
given in the annual report as of Decem- 
ber 31, 1922, current assets amounted to 
15.7 millions against current liabilities of 
12.5 millions, cash totaling a little under 
4 millions. The situation has undoubt- 
edly been modified by the sale of 4 mil- 
lions of 7% preferred stock since then, 
however, and it is likely that, apart from 
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further sales of securities still to be con- 
summated, the balance-sheet position at 
the end of this year will be stronger than 
in 1922. 

Paying $4 to yield 9% at current 
prices around 44, the stock seems an 
investment of rather high speculative 
flavor, but as such fairly attractive. 





GENERAL MOTORS CORP. 
(Continued from page 1196) 











will exceed $3 a share, and, based 
on the outlook at the present time, 
earnings for the full 1923 year will 
probably earn the present dividend of 
$1.20 three times over. Pessimism on 
the automobile outlook is not shared 
by General Motors’ management. Far 
from curtailing production, they have 
scheduled 91,000 vehicles for October 
which would be the greatest monthly out- 
put in the history of the company. Pres- 
ident Sloane, recently questioned in re- 
gard to marketing this large number of 
cars in October, stated, “We have no 
question about our ability to market 
them.” Whether or not General Motors’ 
management has correctly gauged the 
present market of course remains to be 
determined. 

Capitalization of General Motors con- 
sists of $16.1 million 6% cumulative pre- 
ferred, $32.1 million 7% cumulative de- 
benture stock and $60.8 million 6% cu- 


mulative debenture stock. These securities 
all rank equally as to assets and dividends 
at the rates specified. There is outstand 
ing 20,646,327 shares of common stock of 
no par value. The company is entirely 
free of funded debt and has no bank 
loans. The preferred and debenture stock 
can be considered in a very sound invest- 
ment position as there are only $109 mil 
lion of these issues outstanding and the 
working capital of the company alone is 
$150 million. As of June 30, 1923, net 
tangible assets were equal to $375 a share 
on the preferred and debenture stocks 
These issues are also well protected from 
the earning standpoint. For the six 
months ended June 30, 1923, dividend re- 
quirements were earned more than 12 
times over, and, with the exception of 
1921, when there was a deficit, largely due 
to the depreciation of inventory, divi- 
dends on these issues have been earned 
many times over in past years. In 1922, 
47% was earned, in 1920, 41.87%, and in 
1919, 85%. Selling on a 74% basis, the 
preferred and debenture stocks are attrac- 
tive from an investment view-point. 


Conclusion 


The common stock at present levels of 
14 gives a return of 8.6%. It has long- 
pull possibilities, but does not appear 
to be on the bargain counter at this 
time when it is considered that Stude- 
baker, an equally strong company, 
which will also earn its dividend this 
year about three times over, is sell- 
ing on a basis to yield 104%. 
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Atlantic & Pacific Tea Co. 
Borden Co. 

Campbell Baking Co. 
Childs Co. 

General Baking Co. 
United Bakeries Corp. 
Ward Baking Co. 


TOBEY & KIRK 


Established 1873 
Members New York Stock Exchange 


25 Broad St., New York 
CHICAGO-AKRON-NEW HAVEN 




















Oliver B. Bridgman Charles L. Edey 


Eugene K. Austin 


Bridgman & Edey 


Members N. Y. Stock Exchange 


One Wall Street 


Telephone Whitehall 1815 


We endeavor to keep our 
customers constantly advis- 
ed regarding their securities 
and solicit inquiries on any 
listed stock or bond. 























IMPORTANT ISSUES 


Quotations as of Recent Date* 


American Arch (5P) 
American Book Co. (6).... 88 
American Cyanamid (4).... 73 — 77 
Pid. (6) 73 — 76 
American Thread pref. ..... 3%— 4% 
Amer. Type Founders (6).. — 79 
Pfd. (7) —100 
Atlas Portland Cement (4).. 68 — 75 
Babcock & Wilcox (7) —108 
Borden Co. (8) 119 
Pfd. (6) —103 
eee 38%4— 40 
Pfd. (7A) 
Celluloid Co. (6) 
Childs Co. (8) 
Pid. (7) 
Congoleum Co., Ist 
(7) 
Congoleum com. (8P) new. .134%4—136 
Crocker Wheeler (2)....... 35 — 45 
Pfd. (7) — 90 
Curtiss Aero & M. ......... — 12 
Sa 28 — 35 
Franklin Railway Supply....220 — .. 
Jos. Dixon Crucible (8)....135 —140 
Gillette Safety Razor (12P) 4255 —257 
Ingersoll Rand (8) —.. 
McCall Corp’n — 45 
Pfd. (7B) —117 
New Jersey Zinc (8P) 142 —143 


— 92 


Niles-Bement-Pond 

Pfd. (6) 
Phelps-Dodge Corp’n (4) 
Poole Engineer’g (Maryland) : 


Royal Baking Powder (8)..120 
Pfd. (6) 
Safety Car H. & L. (6).... 89 
Savannah Sugar 
Pfd. (7) 
Singer Mfg. Co. (7) 
Superheater Co. 
Thompson-Starrett (4) a 
Victor Talking Mach. (8)... 
Ward Baking Co. (8) 
White Rock (5) 
2nd Pfd. (5) 
Ist Pfd. 
Yale & Towne (4) 
* Dividend rates in dollars per shar 
designated in parentheses. 
¢ Listed on N. Y. Curb Exchange. 
P—Plus Extras. 
x—Ex-Dividend. 
A—Arrears of 16%% being discharge: 
at rate of 2% annually. 
B—Arrears being discharged at rate of 
7% annually in addition to regular divi- 
dend rate. 





Continued Activity and Strength 


ONTINUED activity and 
characterized Over-the-Counter 


strength 


stocks during the past fortnight. 
Features of the market included a con- 


siderable advance in Curtiss Aeroplane 
common and preferred and strength 
American Type Founders and Super- 
heater. 





American Type Founders’ Earnings 


HE strength in American Type 

Founders was of particular interest 

to this Department, as this issue 
was one of the first securities to be 
singled out for recommendation here 
when the Department was inaugurated, 
its then price being $40 per share. The 
price during the fortnight varied between 
75 and 78. 

Type Founders’ annual report is ex- 
pected early next month, covering opera- 
tions for the fiscal year ending August 
3lst. With its gross earnings in 1923, 
better by $1,750,000 than in the banner 
year 1922, the report could undoubtedly 


show a net equivalent to $20 per share on 
the common, in contrast with a net, 
shown last year, of slightly over $16 per 
share; although just how much will be 
actually shown is doubtful. 

American Type Founders, as the 
dominant factor in its field, has an 
uninterrupted dividend record stretch- 
ing back to 1898, the old 4% rate 
having been raised to 6% early in 
1923. The company’s strong financial 
position and large earning power, con- 
sidered with its record, make the 
shares fully worth their present price, 
at which the yield is better than 7.50%. 


~ 





> 


Curtiss Aero’s Advance 


HE advance in Curtiss may be at- 
tributed to a combination of factors, 
notably, the substantial earning 
power the corporation has developed; the 
increasing assurance that dividends on the 
new preferred stock will be forthcoming 
before very much longer; expectations 
that the stock will be listed; the asset- 
values accruing to the shares under the 


reorganization plan; the arrears to which 
the preferred stock is entitled and which 
will strengthen its claim upon. earnings, 
etc. 

The company’s earnings are currently 
understood to be running at a rate about 
twice dividend requirements on the new 
preferred at the 7% rate. Affairs have 
progressed far enough, also, to indicate 
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that earnings in 1924 will be considerably 
better than this. It is expected that divi- 
nds on the new preferred at the 7% 
will be inaugurated early in January 
which time, according to present plans, 
issues will both be listed. So far as 
values behind the old preferred are 
erned, this phase was fully covered 

in the issue of March 3lst last, when 

vas shown that, valuing the new 7% 
erred on a 10% yield-basis of $70 
share, the Certificates of Beneficial 
rest on a 20% basis of $20, the Old 
erred (representing a one-half inter- 

in each) merits a price of $45 per 
As it may require some time to 


= 


liquidate the assets represented by the 
Beneficial Certificates, part’ of this $45 
value might be “tied up” for a while; on 
the other hand, the arrears of $42 per 
share to which the old preferred is en- 
titled, and gradual discharge of which 
could be expected under the good earn- 
ings conditions anticipated, serves to 
strengthen their appeal. As said here 
before, Curtiss preferred is decidedly 
speculative; but, as a speculation it 
seems to possess a rather unique ap- 
peal. In recent months, the common 
has enjoyed an advance in which, up 
to this time of writing, the preferred 
has not fully shared. 





Franklin Railway Supply 


NEW security in our quotation 
A table is Franklin Railway Supply, 
quoted 220 bid, none offered. 
his company is the leader in its field. 
ing the last 18 months, its stock has 
a phenomenal rise, starting out around 
ind now bid for at a price well over 
e as high. The company’s capitaliza- 
consists of 30,000 shares of no par 
ie. The issue pays $8 a share regu- 

plus extras. The last dividend, a 
th ago, was $2 regular plus $5 extra. 
inklin owns Poole Engineering & Ma- 


in 


chine, the fortunes of which latter com- 
pany have undergone a progressive im- 
provement in recent times. Its stock is 
now closely held, as the quotations show; 
however, prospects are for a change in 
this respect. It is likely that a large in- 
crease in the capitalization will take place 
soon, the best accepted belief being that 
the outstanding shares will be increased 
from 30,000 to 210,000 through a stock 
distribution. Should this transpire, a bet- 
ter market should develop for the issue. 
It should be watched. 





A Letter to the Over-the-Counter 
Department 


Ve received the following letter of in- 
ry, to which we replied as shown 
below : 


I make many suggestions to you and hope 
that sometime I shall make a good one. Of 
rse, I do not expect a reply, but if the 
gestion is worth anything I shall feel re- 
d if it is acted upon. 
In regard to the “UNLISTED DEPART- 
ENT,” I should like to sce an article writ- 
upon it explaining the following points: 
(a) What determines your “listing” of an 
NLISTED” stock in the MAGAZINE? That 
what qualifications must a stock have to 
gct attention? For instance, why is McCall 
Corporation quoted and commented upon and 
Elliott-Fisher Company not mentioned? 
(b) What are “unlisted” stocks and why 
re they so called? 
(c) How much do they fluctuate as com- 
red to listed stocks? How does one know 
here to buy them? 
(d) If one wants to buy or sell, how should 
go about it? I have noticed that the 
“vid”? and “asked” prices mean nothing. If 
price is given as “bid 44,” “asked 46,” and 
m file an order to buy at 43, you get it 
pretty quickly, it looks as if the dealer has it 
“on hand” to give at any reasonable price. 
It makes a fellow sore, for he thinks then he 
ight have bought a point still lower. 
(e) Is your mentioning a stock a sug- 
stion to buy? I notice that you have a 
write up” about a stock and do not mention 
f it’s a favorable or unfavorable buy. Then 
hen it goes up 10 points or so, you seem to 
say, “this stock was 10 points lower when 
st recommended in these célamns, etc.”— 
. R. M., Harrisburg, Pa. 


Answering the questions you raise in 
the order listed, we offer the following 
for your consideration: 

(A) We have never drawn up any par- 
ticular list of qualifications in the matter 
of quoting securities in our unlisted or 
Over-the-Counter Department. Broadly 
speaking, however, it has been our prac- 
tice to confine our quotation list to securi- 
ties of companies of commanding trade 
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position in their particular fields, of 
financial strength, and of reputable man- 
agement and backing. Also, it is our en- 
deavor to confine our list only to such 
securities as seem to merit confidence 
from an investment or semi-investment 
point of view. The fact that any given 
security is not included in our table does 
not necessarily mean that the security in 
question would not conform with the 
qualifications named; obviously, some se- 
curities of this sort must escape us. 

(B) “Unlisted” or Over-the-Counter 
stocks are securities which are not 
formally dealt in on the floor of the New 
York Stock Exchange. They are called 
“unlisted” for the sole purpose of con- 
veying this information. Of course, the 
fact that a stock is unlisted is of no 
significance from an investment point of 
view, as many unlisted stocks are better 
than listed stocks and vice-versa. 

An important factor to consider in con- 
nection with any comparison between 
listed and unlisted stocks is this: 

That listed stocks may be purchased 
and held on margin, while, in most cases, 
unlisted stocks must be purchased out- 
right, if at all. 

(C) In our experience in the conduct 
of our Over-the-Counter Department, we 
have found that unlisted securities are 
less affected by temporary market in- 
fluences than are listed securities. Fre- 
quently, the listed market has suffered 
temporary reactions without any similar 
reaction occurring in the unlisted group. 
This is probably because, having for the 
most part been bought outright for invest- 


(Please turn to page 1252 











$5 for the 
Technical 


Position of 
Any Stock 


Listed on the New 


York Stock Exchange 


AS an active trader you are not 
primarily interested in a de- 
tailed analysis of the stock in which 
you desire to place a commitment, 
but you often want, at once, a re- 
liable opinion as to its technical posi- 
tion—whether it is advisable to buy, 
sell short, or remain neutral. 


Our $5 Consultation Service 
furnishes precisely this infor- 
mation. Not a lengthy report 
or analysis but an expert un- 
biased opinion on what you 
should do with any stock 
listed on the New York Stock 
Exchange, at the time you call 
upon us. 


The comparatively insignificant cost 
of this service (only 1/20 of 1% in 
the case of 100 shares) should em- 
phasize its advantage to traders in 
either round or odd lots. It may 
Properly be considered as a form 
of insurance against the probability 
of deliberately entering an ill-ad- 
vised trade. Or it may confirm your 
own judgment, thus supplying that 
additional assurance often leading 
to the consummation of a successful 
transaction. 

Opinions will be rendered upon re- 
ceipt of your remittance. 


A deposit may be maintained 
with us in order to insure in- 
stant response to requests for 
advice by phone, wire or mail. 


Send in the coupon today, together 
with your check, in order that we 
may serve you without delay. 


TREND TRADING SERVICE, 
Consultation Dept., 
Suite 538, 42 Broadway, 
New York City. 


I have decided to avail myself of your service 
and from time to time will call on you for opin- 
fons as to the technical position of various stocks 
listed on the New York Stock Exchange in which 
I may be interested. I understand that I am 
to pay $5 for each opinion thus rendered. 

I have indicated, by checking box below, the 
manner in which I desire advices transmitted 
"Phone Telegram Mail 

ao Oo 3 

All telegrams sent collect—no charge for 

"phone messages New York City 

Enclosed find $ . which 
please credit my account, against which you will 
charge for opinions at the above rate 
Name 


Street 


"Phone No.. 
Oct. 27 


























A Secured 612% Note:— 


Maturing in 2 years. 


This issue is a high- 
grade and conservative 
investment. 


Secured by First Re- 
funding Mortgage 
Bond valued well in 
excess of the entire 
amount of these Notes. 


Yielding over 7%. 


The Orange County 
(N. Y.) Public Ser- 
vice Co., Inc., 2-Year 
61%4% Bond Secured 
Gold Notes. 


The convertibility of 
these Notes on an at- 
tractive basis is but one 
of several features 
which will appeal to the 
investor. 


Full information will be furnished 
upon request. 


Floyd-Jones, Vivian & Co. 
INVESTMENT SECURITIES 
Members New York Stock Exchange 
14 Wall Street New York City 























Dormant Securities 


We invite correspondence from 
investors who hold listed se- 
curities which show little activ- 
ity and do not reflect general 
conditions. 

Latest earnings and other data 
will be gladly furnished. 


CARDEN, GREEN & Co. 


Members New York Stock Exchange 


43 Exchange Place New York 
Telephone—Hanover 0280 








State of Illinois 
Newark, N. J 
Marion, Ohio 
Detroit, Mich. 
North Carolina 
Detroit, Mich. 
Waterbury, Conn., Tax Exempt 
Niagara Falls, N. Y., School 
West Virginia 
State of Tennessee 
Los Angeles, Cal 
Wichita, Kans. 
San Diego, Cal 
Cleveland, Ohio, Schl. Dist 
Chicago 
West Virginia 
Columbus, Ohio 
est Virginia 
Oregon 
South. Dakota 
Los Angeles, Calif., Schl. Dist 
Detroit, Mich. 
San Francisco 
San Francisco 
Mecklenburg Co., N. C 
Avon, N. J 
Bayonne, N. J., School 
San Diego, 
Oregon 
Des Moines, Iowa, Water. 
State of Kansas 
State of Kansas. . 
North Carolina .. 
St. Louis, Mo 
North Carolina 
Buffalo 
St. Louis, Mo 
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Milwaukee 


Trenton 
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Jacksonville, Fla. 
Jacksonville, Fla. 
Evansville, Ind. 
Garfield, N. 
North Dakota 
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HIGHER GRADE MUNICIPALS 


i Ci cscs cdvedneeeesueede 


N—Legal for Savings Banks in New York State. 


Rate Approximate 
Interest Maturity ield 


Apr. 

July 1932 
Sept. 1929-30 
Feb. 1933-40 
July 1924 
= 1931 
an. 1930 
July 1936 
1927-34 


July 1940 
Apr. 1934 
Mar. 15, 1935 
Sept. 1941 
April 1933 
July 1950-57 
1928-33 


June 1926 

Sept. 1930 

an. 15, 1944-51 
july 1960-61 
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July 
July — 1933-37 
uly 1934-38 
uly 1943-49 
ay 1933 
May 1938 
Sept. 1931-34 
Sept. 1929 


Jan. 1942 
Sept. 1941-53 

















COLORADO & SOUTHERN 
RAILWAY 


(Continued from page 1183) 


























If Interested in Business 
and Finance 


keep informed by reading the Bache 
Review, a ten-minute weekly summary 
of the business and financial situation. 
It focuses and interprets currents of 
to-day and indicates their trend. Sent 


portion of the year’s net operating income 
we should have a balance after fixed 
charges of about $1,300,000 for 1923. 
Dividends on the preferred issues amount 
to $680,000, so that they would be easily 
covered. The first preferred is selling 
at 48 and the second preferred at 43. The 
dividends seem assured for this year, but 
the fact that a small decline in earnings 


would wipe out the margin of safety have 
caused them to sell at these low prices. 

On the basis of results for the first 
eight months very little probably will 
be earned on the large issue of com- 
mon. Serious doubt has arisen as to 
whether the $3.00 dividend which has been 
paid for the past two years will be de- 
clared this November though the com- 
pany possesses ample liquid resources 
out of which to pay it should the direc- 
tors deem it advisable. 

The decline of the stock from a high 
of 45 in February last, to its current quo- 
tation of 22, however, has practically dis- 
counted unfavorable action in this regard. 








COLORADO & SOUTHERN LINES 


Income Account, Seven Months, Ending July $1. 
(In Thousands) 


J. S. BACHE & CO. nod 
42 Broadway New York City 


to business men for three months, 
without charge. 


% of Gross 1922 


% of Gross 
$13,031 asi 


Gross revenues 

Expenses: 
Maintenance of way ’ 13.0 
Mai ec of 




















Transportation, traffic, etc 


CURB SECURITIES 
Bought and Sold for cash only. 
(No marginal t licited) 


ABRAHAMS, HOFFER & CO. 
Members of the New York Curb Market 
15 Broad Street New York 


1238 THE MAGAZINE OF WALL STREET 


Total expenses 
Net from railroad 2,070 3,548 
Net after taxes and rents. . ses - 1,560 - 2,473 — 
Higher operating ratio in 1923 mainly due to larger percentage of gross revenues spent 
on maintenance. 









































READER DESCRIBES PIT- 
FALLS HE HAS LEARNED 
TO AVOID 


(Continued from page 1202) 








s pre-election promises. Expected civic 
anges did not take place, and my pur- 
chase seemed less desirable. Inside of six 
onths the boom in this district subsided 
ind true values began to be recognized. 
{y tenants asked for rent reductions and 
yt them or moved out, with the result 
hat over a period of ten years I have 

tted about three per cent on my pur- 
nase. 

Subsequent analysis of the loss on 
this deal showed that in purchasing 
| had placed too much reliance on un- 
stable factors and too much faith in 
the statements of the agent. This ex- 
perience has convinced me that under 
10 circumstances would I again pur- 
hase real estate without having an 
unbiased and disinterested appraisal 
nade. 


I Try the Bond Market 


During the spring of 1919 I learned that 

would that year receive $43,000 through 

ie settlement of a law suit. Nine thou- 
ind was to go into a trust fund and the 
alance to be used at my discretion. Hav- 
ng had indifferent success with real es- 
ate, I decided that the entire amount 
vould be placed in securities. With this 
in view I gave a great deal of my time 
to the study of bonds and stocks through 
the channels of authoritative books and 
through bond-house pamphlets and finan- 
cial periodicals. From this wide reading 
I was convinced that there was an ex- 
cellent chance as of December, 1919, to 
purchase high-grade bonds at a low 
figure. 

My purchase of bonds to the amount 
of $30,000 at about this period was made, 
I believe, with but one error, and that 
was as follows: Purchases for the $9,000 
trust fund were made in conjunction with 
the bank. Their suggestion was to place 
the entire amount in Liberty Bonds, but 
I proposed to sacrifice some of the safety 
and go into other issues. Our compro- 
mise was the purchase of five local pub- 
lic utility bonds, these being well thought 
of by the bank and acceptable to me. 
Some months after settling this purchase 
and after further study I came to the 
conclusion that a mistake had been made. 
A short-term security had been purchased 
at a period in the cycle of bond prices 
when sound long-term bonds could be ob- 
tained at a very low figure. Although 
future bond prices could not be forecast, 
many indications during 1920 pointed to 
cheaper money and consequent higher 
prices for bonds. Inasmuch as the public 
utility bonds matured December, 1923, I 
insisted that they be sold and the pro- 
ceeds reinvested. The bank consented to 
this, and, at my suggestion, the amount 
was spread out over the following: U. S. 
Steel, s. f. 5s 1963; Union Pacific Ist 4s 
1947; Atlantic Coast Line Ist 4s 1952. 
Incidentally, they have averaged a six- 
point advance since, and by December, 
1923, I expect to show the trust officer 
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Exempt from all Federal Income Taxes 


Legal Investment for Savings Banks and Trust Funds and 
Tax Exempt in New Jersey 


$100,000 
City of Garfield, New Jersey 


544% Gold Bonds 
Dated Sept. 1, 1923 Due Sept. 1, 1929 


Principal and semi-annual interest (Mar. 1 and Sept. 1) 

payable in Gold at the Hanover National Bank, New 

York. Coupon Bonds in the denomination of $1,000, with 
the privilege of registration. 


Legality approved by Messrs. Caldwell & Raymond, New York 
FINANCIAL STATEMENT 
Assessed Valuation (1923).......... . .$11,197,250 
Net Bonded Debt.. a wevieua iewketes 444,832 
Population - 26,000 
THESE BONDS, issued for various municipal improve- 


ments, constitute a direct general obligation of the entire 
City. 
Price 10214 and Interest, Yielding 5% 


Further particulars of the above on request for Circular M.W.-161 





























MUNICIPAL 
BONDS 


O those firms that specialize in tax exempt securities, we have 
an interesting and profitable story to tell. 


T concerns the 9,000 banks that consult us continually on their 
investment problems. 


E have prepared an illustrated circular which describes this 
huge market, and an economic method of reaching it with 
your offerings. We will cheerfully mail. you a copy on request. 


Address Advertising Department 


“MAGAZINE 
@WALL § 


42 Broadway Sia: York City 





























N. Y. Railways 
Company 


REORGANIZATION 


A tentative Plan of 
Reorganization of this 
Company has been for- 
mulated, the details of 
which will be furnished 
upon request for 


Circular M.W.-17 


W™ Carnesic Ewen 
Investment Securities 
2 Wall Street New York 
Telephone Rector 3273-4 
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Do You Know The 
Special Advantages 
of Investing In 
Southern 
Bonds 


The rapid developmen 
of the South, industri- 
ally and commercially, 
has created financial 
needs which react to the 


benefit of the investor. 


These special advantages 
are described in our book- 
det No, 545-H sent to you 
upon request. 


MORTGAGE 
& SECURITIES 
COMPANY 


Canal & Camp Sts. 


Nineteenth Year--Never a Loss 
to a Client 


New Orleans 














that they have moved up another six 
points or more. 

This experience, though it entailed 
no loss, has taught me for all time to 
stay out of short-term securities when 
long-term bonds can be bought at a 
low figure thereby guaranteeing a sub- 
stantial return over a long period and 
a prospect of capital increase. 


My Experience With Stocks 


Coincident with my bond investments, 
I had planned to place about $12,000 of 
my original fund in stocks. In arrang- 
ing to invest this amount, I assumed in a 
general way and’ without closer study or 
inquiry that stocks were as much a buy 
at that date as bonds. My choice lay in 
the stocks of a half dozen corporations 
of national prominence, and I sent a ten- 
tative list to my broker. 

The following stocks were on my list 
though my eventual commitments did not 
follow it exactly: U. S. Steel common, 
Penn. R. R., Du Pont Powder pfd., Swift 
& Co. S. P. R. R. A comment as to why 
I had decided to purchase each particular 
stock went with the list. Shortly there- 
after I received a reply which may be 
judged by the following quotation: “For 
a man not in the stock and bond business 
you have a sound knowledge of invest- 
ments.” Perhaps my opinions about these 
various companies were sound and worthy 
of favorable comment. What was em- 
phatically wrong was my intention to pur- 
chase them as of the period of December, 
1919. I did not know and my broker did 
not mention this phase of the matter. 
However, I was ready to step into a se- 
rious pitfall and accomplish my pur- 
chases. 

My final list was made up as follows: 
Penn. R. R., @ 42%; Atlas Powder pfd., 
@ 89; S. P. R. R., @ 96%; Cuba Cane 
pfid., @ 87%; Hawaiian Sugar, @ 40. 

My broker’s complimentary letter had 
not blurred my perspective entirely and I 
still continued my studies particularly 
now among the financial periodicals and 
chiefly THE MAGAZINE OF WALL STREET. 
Without aiming to flatter I can say that 
it stands alone in its presentation of facts 
of finance to the lay reader. I was soon 
convinced that the market was moving 
or about to move in the wrong direction 
for me, and, if I did not make some 
changes in my list, I would suffer severe 
shrinkage of my capital. If I had bought 
my list as investment to hold for the in- 
come I was paying too much. They were 
bought during what was still a period of 
inflated market values and the return 
would be accordingly low. If I were buy- 
ing to sell on a rise there was small 
chance of doing so as the stock market 
in general had passed its high point and 
was headed downwards. It was the time 
to stay out except possibly for the pur- 
chase of certain rails, and they might go 
lower. I decided to sell. 

Southern Pacific, which was selling out 
of line with other rails and was quite 
active owing to expected favorable cul- 
mination of Federal suits and segregation 
of oil lands, was sold at 105. The profit 
was entirely satisfactory. Sugar was still 
booming and values were reflected in my 
Hawaiian Sugar shares. On a sharp rise 
I sold out at 45. On reliable advice I 


closed out my Cuba Cane pfd. @ &2, a 
five-point loss on 60 shares, but in view 
of its subsequent crash to under 20 a 
cheap experience. Penn. R. R. I con- 
tinued to hold against reliable advice 
from several sources. I let it go finally 
in 1921 at 34, taking over an 8-point loss 
on 80 shares. I hope no widow or orphan 
got my stock. Atlas is still on my books, 
and has been for some time as low as 7() 
on a dull market, so I presume it will be 
some years before I can break even. 
The fact that two of the foregoing 
stocks sold at a profit was just chance as 
they were out of line with the general 
trend. Hawaiian Sugar I bought a year 
later at 27 and then sold for 30. The 
losses actual and on paper on the other 
three were the price of a valuable less: 


Conclusion 


Through this experience with the 
five stocks I learned the great value 
of knowing when to buy. I never 
again expect to buy any stock or list 
of stocks at the climax of a bull mar 
ket and without knowing the exact 
status of the market. What to buy and 
when to buy it are important factors 
in the operations of any investor or 
speculator. 





RADIO CORPORATION OF | 


AMERICA 
(Continued from page 1195) | 








indicate the possibility of any early divi- 
dend action on the common. In 1921, net 
income was $426,799, and in 1922, it 
jumped to $2,974,580. A large part of 
this improvement was due to the great 
demand for radio receiving sets. No offi- 
cial statement of earnings has been given 
out covering operations in the current 
year, but it is expected that a moderate 
improvement will be shown. There has 
been some falling off in the sale of radio 
equipment from the peak touched in De- 
cember, 1922, but, on the other hand, the 
company’s wireless business has been 
steadily increasing. Net income for the 
year 1922, was all appropriated as reserve 
for federal taxes, amortization of patents 
and writing off of organization expenses 
A considerable portion of this write-off, 
however, was for account of previous 
years as profits up to December 31, 1921, 
were insufficient to meet patent amortiza- 
tion as called for by the schedule. 

From now on it is probable that the 
company will not charge off more than a 
million a year to take care of its reserves 
Should Radio Corporation earn around 
$3 million this year and only charge off 
$1 million for reserves, it would be in 
position to initiate dividends on the pre- 
ferred stock which, at the rate of 7%, 
requires $1.4 million. At present prices 
of around 3%, the preferred stock appears 
to have rather attractive possibilities. As 
a unseasoned 7% stock it should com- 
mand a price of around 4%. 

The common stock at present levels of 
3, is not without long-pull possibilities in 
view of this company’s dominant position 
in an industry with excellent prospects 
for future growth. It is questionable, 
however, that earning power will de- 
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velop rapidly enough to warrant pay- 
ment of dividends on the common for 
some years to come, and it is there- 
fore not attractive to those desirous 
of early market profits. 





SEE BY THE PAPERS—” 
(Continued from page 1175) 








of millions of pounds, COPPER 
IPMENTS were: 


Copper Shipments Were: 
aly | 167, 500,000 LBS 











:August | 205,000,000 LB5 | 








, September | 160,000,000 LBS. | 





\n interesting feature of the invest- 
t news was the publication of figures 
BROKERS’ HOLDINGS OF U. S. 
EEL. As is generally understood, the 
ortion of this security held by brok- 
is a good indicator of the investment 
indwork of the market. When brok- 
holdings rise, the amount of Steel 
ked up in safe deposit boxes is 
imed to be declining, and the issue 
lered that much more susceptible to 
sing influence; when brokers’ holdings 
line, the contrary assumption is drawn. 
te, then, the following comparison be- 
tween Brokers’ Holdings in the first three 
iarters of 1923: 


Sec 


March 729 June 30 Sept 29 








One of the most sensational items pub- 
lished of late was a comparison between 
PER CAPITA TAX RATES, FED- 
ERAL VS. STATE, over the period 
1913-22, inclusive. Here it is: 


199 ‘4 SS “6 ‘7 “% ‘99 “20 ‘2 ‘22 


It is just cause for comment that, ac- 
-ording to the authority quoted, in the 
years 1920-21-22, Federal Taxes were re- 
duced at a rate equivalent to more than 
$21 per capita while, during the same pe- 
riod, STATE TAXES INCREASED 
at a rate equivalent to more than $3 per 
capita. It is also noteworthy that, where 
Federal taxes were about 40% of State 
taxes 10 years ago, they have been over 
100% of same in recent years and are 
practically equal today. This betokens 
the centralization in Government author- 
ity which the last decade has witnessed. 
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Country Estate 


Has Been Woven the Spell 
of Italy and Spain 


HERE is a compelling charm about this country place 
that can best be appreciated by the connoisseur. 

The property—50 acres of it—lies among the hills of New 
Canaan, Connecticut; 500 feet above sea level, within easy 
motoring distance from New York, and enjoying excellent 
train service. 

The house is a delightful example of the low, spreading 
Italian-Spanish type of architecture. It is furnished in perfect 
harmony with its exterior; many of the remarkable period 
pieces having been collected by the owner during years of travel 
abroad. 

It stands in an exquisite setting of landscape gardening, 
embellished with statuary and vases chosen from important 
collections in Italy and Spain. 

The property adjoins the Country Club, the centre of much 
of the social activity of the entire community. It is to be sold, 
complete with its furnishings, at a very attractive figure, because 
the owner is going abroad to live. 


For further information, address 


CONSTANT SOUTHWORTII 


Bar Building, 36 West 44th St., New York 














_ New York Produce Exchange 








Stocks Coffee Bonds 
Cotton § Sugar Oil Grain 














Orders executed for Cash or Conservative Margin 


PRIVATE WIRES THROUGHOUT THE SOUTH 


FENNER & BEANE 


Members of 
New York Stock Exchange New York Coffee & Sugar Exchange 
New York Cotton Exchange Louisiana Sugar & Rice Exchange 


New Orleans Cotton Exchange : : 
Chicago Board of Trade Associate Members of 
Liverpool Cotton Exchange 


NEW YORK: 27 William St. NEW ORLEANS: 818 Gravier St. 
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One of the Oldest 
Real Estate Bond 
Houses 


Age is not essential to good 
security, but, in the First 
Mortgage Real Estate Bond 
business, it is an indication 
of wisdom in safeguarding 
investors’ funds. 


Our reputation for supply- 
ing safe investments is well 
carried outin the 614% bond 
issue we now offer for sale. 


Write for information today 
Ask for Booklet N 109 


AMERICAN BOND & 
MORTGAGE Co. 


INCORPORATED 
Capital and Surplus Over $3,500,000 
127 No. Dearborn St., Chicago 
345 Madison Ave., New York 


Detroit Cleveland Boston Philadelphia 
and over 20 other cities 
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Three Books of Real Merit 
The Vest Pocket Book-keeper 


A simple and concise method of 


Practical Bookkeeping with in- 

structions for the correct keeping 

of books of account. How to take 
off a trial balance 
sheet and finally 
close and balance 
accounts. 160 
pages, artistic 
leatherette. Price 
$1.00 postpaid. 


The Real Estate 
Educator 
The New Edition 


contains the Fed- 

eral Farm Loan 

System, How to 

Appraise Property, 

How to Advertise 
Real Estate, How TO SELL REAL 
ESTATE, The Torrens System, 
Available U. S. Lands for Home- 
steads, The A B C’s of Realty and 
other useful information. 


208 pages cloth. $2.00 postpaid. 
The Vest Pocket Lawyer 


This elegant work just published con- 
tains the kind of information most 
people want. You can know the law— 
what to do—what to avoid. It is a 
daily guide—a manual of reference for 
the business man—the law student— 
the justice of the peace—the notary 
public—the farmer—the clergyman— 
rr merchant—the | a doctor. 

Pages printe on ible r. 
Cloth $1.50. Postpaid. “— 

BOOK DEPT. 
MAGAZINE OF WALL STREET 
42 Broadway, New York 




















WHICH LOW-PRICED NON- 
DIVIDENT PAYING INDUS- 
TRIALS WOULD YOU BUY 
TODAY? 
(Continued from page 1222) 











$2 a share. Eventually, I believe that 
this stock will turn out to be an ex- 
cellent specvestment holding for those 
in a position to carry a non-dividend- 
paying issue for a reasonable period 
of time. 


SAVAGE ARMS CORPO- 
RATION 


Recent Developments 
Presage Promise 


By A. J. N. 


The Story of Why I Would Buy Sav- 
age Arms Common stock for a Long-Pull 
Speculation should be preceded by the 
history of the company and developments 
which led up to its present position. 

The Savage Arms Corporation was in- 
corporated as the Driggs-Seabury Ord- 
nance Co. on August 16th, 1915. In De- 
cember, 1915, it acquired practically all 
of the capital stock of the Savage Arms 
Co., and in May, 1917, changed its name 
to the Savage Arms Coro., the two com- 
panies being merged into one. The com- 
pany was undoubtedly formed for the 
purpose of participating in the war busi- 
ness, and met with success right from the 
beginning of operations. Demand for mu- 
nitions was, of course, enormous, and any 
plant that was in a position to turn out 
large quantities of war material was al- 
most sure of receiving as much business 
as it could handle. In the three war 
years, the company reaped a harvest, net 
operating income averaging close to $6 
million per annum. Of course, this was 
a very high percentage on the invested 
capital, and consequently Federal and 
State taxes consumed the greater percen- 
tage of net earnings. Net after all charges 
and preferred dividends averaged $1.2 
million, or the equivalent of $13.30 a share 
on the outstanding common stock. The 
first year after the war was one of great 
industrial activity and inflation, and Sav- 
age Arms managed to do a very satis- 
factory business, net operating income 
amounting to $2.3 million. Net available 
for the stock exceeded that of any of 
the three war years, but this was due to 
the fact that a very heavy reserve for 
taxes had been set up in the previous 
year, and was drawn against for payment 
of taxes in 1919. The net showing was 
equivalent to $19.30 a share on the com- 
mon stock. 

Beginning with 1920, the company faced 
the serious problem of its future existence 
under peace conditions. It was evident 
that operations could not be continued 
unless new interests were obtained. Bids 
were made to the Westinghouse Elec. & 
Mfg. Co. for its interest in the J. Stevens 
Arms Co., and the property was pur- 
chased in the early part of 1920 for the 


sum of $1.5 million. Part payment was 
made in cash and the unpaid balance liqui- 
dated by the sale of its Sharon plant to 
the Westinghouse Co. in 1922. This plant 
had been operated unprofitably since the 
termination of the war, and was a burden 
the company was fortunate in ridding jt- 
self of. In acquiring the entire capita] 
stock of the Stevens Arms Co., the com- 


facturers of rifles, shotguns and pistols 
The Stevens and Remington Arms (Co. 
produce practically all the firearms made 
in this country. The company is the 
maker of the famous Lewis machine cun 
and the Driggs-Schroeder gun, both of 
which are used by the U. S. Army and 
Navy. In 1920, with its sole source of 
income from the newly acquired Arms 
Co., net earnings dropped to $379,000, and 


_in the following two years operations 


were conducted at a loss. The unpro! 
able showings made in 1921 and 1922 
were the result of a combination of gen- 
erally depressed business conditions and 
the transition from a large war business 
to peace-time idleness. The Utica plants, 
which had been running at capacity dur- 
ing the war, were practically a dead 
weight after the war. 

Developments in the current year, how- 
ever, have changed the status and out- 
look of the company considerably. For 
one thing, there has been a very substan- 
tial increase in the activity of the Arms 
Co., and indications are that munition 
sales for the year will total close to $2.5 
million. Net earnings after all charges 
from this source alone will be around 
$500,000, the equivalent of $6.45 a share 
on the 77,480 shares of common stock 
outstanding. The striking part about 
this year’s earnings is that each month's 
returns showed an increase over the pre 
vious month. 

The most important development of the 
year, however, is the entrance of the com- 
pany into two new fields of endeavor, 
with excellent prospects of marked su 
cess in both. In April, 1923, the com- 
pany placed on the market an electric 
washing machine, which it had been work 
ing on for some time. The machine is a 
combination washer and dryer of the cen- 
trifugal type. Competent engineers have 
declared this machine to be the best of 
its kind on the market, and if the demand 
for it since it is out is any criterion as 
to the correctness of this statement, ther: 
can be no question as to its superiority 
Production of this machine has increased 
steadily every month. In April, 250 ma 
chines were produced; for July this num 
ber had increased to 700, or an increase 
of 180%, and for the month of Septem- 
ber the company turned out 1,250 ma- 
chines, or an increase of 400%. Not only 
was the company able to branch out into 
this large production of a new commodity 
without incurring a large amount of new 
overhead expenses or having to spend 
money for new facilities, but it afforded 
the company the very outlet it needed for 
its excess plant facilities carried over 
from the war. It is not expected that 
net earnings from this source will exceed 
$100,000, or the equivalent of about $1.30 
a share on the common, but it is quite 
possible that substantial write-offs for 
experimentation and general expenses 
incident to the launching of the new 
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product, will decrease this estimate con- 
siderably. Thus far the demand for this 
machine has been in excess of production, 
and it is believed that when the merits 
of this machine are more generally real- 
ized, and the public becomes more fa- 
miliar with it, that production will in- 
crease grectly. It is estimated that at 
least 35,000 machines will be turned out 
next year. Allowing for no increase in 
» margin of profit per machine pro- 
juced, although quantity production 
uld reduce operating costs, net earn- 
s from this source should exceed 
10,000. 
In addition to this washing machine, 
company is about to bring out a new 
refrigerating machine for use in family 
boxes. Interests closely connected with 
company state that this new machine 
ll show as vast an improvement over 
refrigerating machines now in the 
irket as the washing machine did, and 
is anticipated that revenue from this 
irce will also be large. 


Conclusion 


Savage Arms common stock is selling 
round $30 a share, and the writer’s opin- 
n as to why the stock at this price offers 
ry attractive speculative possibilities 
iy be easily summarized. First, the com- 
iny has brought out a new washing ma- 
ine which has already proven its suc- 
ss, and which promises to yield earnings 
hich will about equal the returns from 
ts arms business this year. It is about to 
bring out another new machine which 
engineers have stated to be of great prac- 
ical value, and a machine that will prove 
superior to those now on the market. 
Second, these new sources of income will 
increase margin of profit on all business 
handled by reducing overhead expenses 
on a large part of the company’s plants in 
Utica, which have been idle since the war 
and have been a heavy carrying charge. 
Third, making no allowance for income 
from the refrigerator machine, indica- 
tions are that net earnings from the arms 
and washing machine ends of the busi- 
ness should yield the equivalent of at 
least $13 a share on the common stock 
next year. This makes no allowance for 
income received from rental of part of 
the plant. Fourth, the company is very 
conservatively capitalized, there being no 
bonds outstanding, and but $722,000 of 
preferred stock ahead of the common. 
With the earning power considerably in- 
creased as a result of the new endeavors, 
there is good speculative possibility of a 
substantial stock dividend being paid to 
common stockholders in order to bring 
the capitalization more in line with the 
increased earning power. Fifth, the com- 
pany is in good financial condition, and 
will probably be in a position to resume 
dividends on the common within a rea- 
sonably early period. 











Mrs. Clarendon will 
help you solve your 


Insurance Problems. 
(See page 1201) 





ANNOUNCING 


A Departure in Investment Advisory Service 
As a logical outgrowth of its affiliated investment services 


The Richard D. Wyckoff Analytical Staff 


INAUGURATES A NEW BRANCH OF ITS SERVICE 
To be known as 


The Investors’ Advisory Board 


The function of this new service is to protect the interests of in- 
vestors concerned mainly in the conservation of their assets and 
the income derived therefrom. Its aim is to secure, for its clients, 
the highest possible income commensurate with safety, bearing 
the individual needs of the clients in mind. 
The service, in effect, will be devoted to the needs of individual 
clients and will be highly personal in the fullest sense of the word. 
In this respect, we believe the function of the Investors’ Advisory 
Board to be absolutely unique. 
Among other important and novel features will be an Insurance 
and Tax Department which will undertake to advise clients with 
respect to the problems pertaining to these fields. This service 
is particularly adjusted to the needs of banks, insurance com- 
panies, estates, and investors of large means, though investors of 
er moderate means will find it of great benefit and undoubted 
proht. 
In all respects, the Investors’ Advisory Board will act in a fiduciary 
—— to its clients, except that it will not actually handle their 
nds. 
Acting as a Special Board of Examiners on investments proposed 
and already held will be the following experts who are already 
well and favorably known to those acquainted with the Richard 
D. Wyckoff Analytical Staff and affiliated services. 
Mr. Benjamin Graham, one of the foremost investment experts in 
the country and an occasional contributor of note to The Magazine 
of Wall Street. 
Dr. H. Parker Willis, former Secretary of the Federal Reserve 
Board, who will act as consultant in investment policies affecting 
banks and financial institutions. 
Mr. E. D. King, Managing Editor of The Magazine of Wall Street, 
who will assist in directing the investment policy of the service. 
Associated with the above will be other investment experts and 
two special consultants, one on taxes and the other on insurance. 
The service has been planned with the utmost care and will only 
undertake to advise on investments for income. It will in no way 
be concerned with speculative matter. For that reason, as stated, 
it is especially adapted to the needs of large financial institutions 
and investors who are mainly concerned with the protection of 
their assets and the enhancement of their income. 
The service, in effect, is the last word in investment insurance and 
as such merits the careful consideration of those likely to gain 
from its advices. 
We shall be glad to submit further details, including fees and 
method of operation, upon request. 


INVESTORS’ ADVISORY BOARD 
of the Richard D. Wyckoff 
Analytical Staff. 
USE THIS COUPON 
INVESTORS’ ADVISORY BOARD 


of the Richard D. Wyckoff Analytical Staff, 
42 Broadway, New York, N. Y. 


Please send me full details concerning the above service. 


Address 


Oct. 27. 
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of NATIONAL BANKS 
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Distribution Economic ? Dividend Par June June $ Per Share 
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$5.00 Per Year 15c Per Copy 


PUBLISHED EVERY MONDAY _, (A) Includes $4 paid by Chase Securities Corporation. (B) Includes 2% and 2% extra 
paid by National City Co. quarterly. (C) 4% extra Jan., 1928. (D) 10% extra paid by 
First Securities Corp., January, 1923. (E) 2% extra January, 1928. (F) 8% extra Janu- 
x a pis — a, 1922; iw 1923; 5% extra July, 1923. (G) 5% extra 
_ July, , an extra January, 1 (H) 2% extra July, 1922; 2% extra Jan., 1923; 2% 
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TRUST COMPANIES 


Appraisals made by Qualified Experts 


Standard Appraisal Company “a Vas  . 


90 John St., New York Rate $ Par June June $ Per Share 
Branches at Principal Cities Name Dividend Value 30,1922 30, 1923 Bid Asked 
3100 $220 $216 350 353 


20 Q 
Bank - N. Y. & Tr. Co... 100 eee 400 467 473 
Brooklyn 100 301 323 470 485 
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(C) 1% extra July, 1922; 4% December 80, 1922. (D) 2% extra January, 1928. 


Government Bonds (E) 2% extra July, 1922; 2% January, 1923; 1% extra July, 1923. (G) 2% extra October, 
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Imperial Bank Bldg., Windsor, Ont. 
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THE UNSCRAMBLING OF 
READING 
(Continued from page 1185) 











It is estimated that the reports hereto- 
published have deliberately under- 
tated the profits, and that in any event 
ture earnings will greatly exceed those 
the past. 
Vhether the anthracite producers can 
ely exploit their natural monopoly so 
to obtain ever increasing profits must 
left for the reader to judge. But as 
- any understatement by Reading Coal 
its past earnings, the writer must con- 
fess—after careful scrutiny of the ac- 
ints—complete inability to find any 
sis for this belief. Nor is any such 
picion voiced in the recent report of 
the U. S. Coal Commission on costs and 
profits in the anthracite industry. The 
latter document significantly points out 
hat margins of profit vary widely among 
» different companies, depending largely 
their location, mining in the Schuyl- 
1 field, where Reading Coal has its 
yperties, being much more expensive 
han in the Lehigh and Wyoming fields. 
This fact may account for the much 
larger profits per ton regularly reported 
by, say, the Lehigh & Wilkesbarre Coal 
Company. 
Although the latter concern produces 
ily about one-half the annual tonnage 
Reading Coal, it has shown a larger 
erage earning power, even in recent 
ears of high anthracite prices. Never- 
ieless, Jersey Central holdings of Le- 
high & Wilkesbarre Coal stock were sold 
t a price which gives a net valuation of 
bout $28,000,000 for the mining proper- 
ties, while the current quotation for 
Reading rights is equivalent to a price of 
$76,000,000 net for the corresponding 
assets of this company. 


The Bonds and First Preferred 


Our analysis has thus led us to the 
ery definite conclusion that Reading 
Railway) Common at 56 has apparently 
much more proven investment merit than 
the Coal shares at 50. Those stockholders 
who are guided by intrinsic values, as 
distinct from purely speculative considera- 
tions, should clearly. hold on to their 
Reading Common and dispose of their 
rights. It follows also that the large 
average and current earning power shown 
by Reading, on its segregated basis, 
coupled with its exceptionally low fixed 
charges, together make this issue un- 
usually attractive at current levels. If 
space permitted, this truth could be 
brought home more effectively by a de- 
tailed comparison with other issues—such 
as Chicago & North Western, Chesapeake 
& Ohio and even Norfolk & Western and 
Union Pacific. 

Special reference should be made, how- 
ever, to the position of the senior Reading 
securities—i.e., the new general 4%s and 
the first preferred. The 4%%s are selling 
on the Curb at 86 “when issued.” By 
buying $3,000 of the present General 4s 
at 8714, an investor would become en- 
titled to receive $1,000 of new Coal 5s, 
and $2,000 of the new Railway 4%s. If 
the 5% bonds were sold out at 93, the 
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Ajax Rubber Company 


INC, 
NEW YORK 


Branch Offices in Principal Cities 














Blyn Shoes 


We are in the chain store era. The great demand for this class of securities is 
proof of the public's faith in their stability and possibilities. 

Blyn Shoes, now on the threshold of its growth and prosperity, presents as good 
an opportunity to the investor as the oldest and best of the chain store companies. 
Blyn Shoes is now operating 31 stores in Greater New York and vicinity. Leases 
for three additional stores, in New York, Brooklyn and Newark, have been signed 
up and these stores will be opened just as quickly as the workmen can finish 
the job. 

There will be no let up in the proposed expansion of this very popular business 
Earnings are increasing and it is the intention of the management to put the 
common stock on a 10% dividend basis before the year is up 

We recommend the purchase of this stock while the company is still developing 
its business. Don't wait until it has reached the zenith of its career and the 
stock has discounted the merit that lies in back of it. 

Blyn Shoes is listed on the New York Curb. 


Bamberger, Loeb & Co. 


42 Broadway - New York 











SYSTEMATIC 


INVESTING 


Financial reward follows surely if 
yeu act in sympathy with fixed in- 
vestment laws. $500 invested now in 
sound securities at 7%, and $10 a 
week regularly grows to almost 
$10,000 in ten years. Full plan sent 
on request. 


Ask for MW-80 


McClelland, Claggett Co. 


35 Congress St. 


60 Broadway 


New York Boston 
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Harbert B. Van Ness 
& Co. 


Members of 
New York Coffee € Sugar Exchange 
Chicago Board of Trade 
Detroit Stock Exchange 


Stocks, Bonds, Grain, 
Provisions 


Coffee and Sugar 
Futures 
Private Wires to All Exchanges 
320 Penobscot Bldg. 


Tel. Cad. 6660 


Detroit Mich. 
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cost of the General 4%4s is marked down 
to only 8434. That this price is ab- 
normally low is evident from the fact 
that the new bonds should rank in quality 
with the gilt-edged issues, such as Nor- 
folk & Western 4s and Atchison 4s, sell- 
ing between 87 and 89. On this basis 
the Reading 4%s would be entitled to 
sell above 90. The writer has reason to 
believe that they will be legal investments 
for savings banks and trust funds in New 
York State (a privilege denied the present 
4s, as a collateral trust issue). 

Reading First Preferred is selling at 
32, ex-rights, or 64% of its $50 par, As 
a preferred issue of the highest grade, 
it should rank with Union Pacific and 
Norfolk & Western preferred (also 4% 
non-cumulative), which sell at about 72. 
Hence the Reading shares appear about 
four points too low, especially as they 
still have some speculative prospects in 
connection with the eventual disposal of 
the Jersey Central stock. 

While all the Reading issues have ad- 
vanced materially during the writing of 
this article, they do not seem yet to have 
reached their proper comparative levels. 





BUSINESS ON DOWN 
GRADE 
(Continued from page 1186) 
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Unlisted Stocks 


The prices of unlisted stocks 
represent a true value rather 
than a momentary appraisal 
set by speculation. 


We are prepared to execute 
orders in these securities. 


Inquiries Invited 


HAWLEY & STEWART 


111 Broadway New York 














A gripping story. Re. 

veals a great plan—a 

secret that but few 

have discovered. It 

points the way to 

common sense saving 

and investing. Every- 

body should read this 

story. Send for it if 

you are determined 

to get ahead. Mail 

your name and ad- 
dress on the margin of this page. 
Tear it out now, so you won't forget. 


LEIGHT, HOLZER & CO. 
289-111 W. Washington St., Chicago 





curities seem to show that there has been 
an increase in the degree of costliness of 
capital for use in new operations, while 
those enterprises which are forced to rely 
on the banks for current funds are find- 
ing their interest bills correspondingly 
higher. The immediate present, there- 
fore, does not seem likely to be an alto- 
gether favorable time for new financing 
although the advance in rates is not suf- 
ficient to afford an insuperable obstacle. 


Credit Turnover Active 


There has been a continuously active 
turnover of credit as rates have advanced, 
those with bank balances finding it expe- 
dient to use them actively before making 
application for new accommodation. At 
the same time selling has been active, and 
consumers have been disposed to use their 
available credit funds to a fairly high 
level of turnover. These conditions are 
reflected in the figures for bank debits 
which may be taken as pointing to sub- 
stantially high levels of demand and of 
selling activity, particularly at retail. 
Thus far there is no sign of any slowing 
down of retail business, the relations be- 
tween the consumer and the seller of 
goods being as close as ever; perhaps bet- 
ter than normal. 


Some General Conclusions 


“Soft spots” have appeared in a num- 
ber of staple lines, and there is indica- 
tion of letting down in business activity. 
This, outside of some strictly isolated 
ideas, is not intense, but appears to rep- 
resent thus far a localized situation. It is 
partly due to irregular export demand and 
partly to the natural subsidence of un- 
usual home demand for building, internal 
improvement of various kinds, and the 
like, which represented a need that had 


not been normally satisfied during the 
war and just after. Prices remain about 
stable while money shows only a sea- 
sonal advance and banking conditions are 
strong. There is nothing to indicate 
probability of any new influence upon 
stock market conditions. 





HOW MUCH INCOME CAN 
YOU AFFORD? 
(Continued from page 1189) 











out the resulting income-return, we can 
arrive at our final guide. 

The representative security lists are 
contained in Table I. As will be seen, 
the lists number five, of which the first— 
No. I—is composed of thosé ultra-safe 
mediums, the Savings Bank, well-man- 
aged B. & L. Association and the Treasury 
Certificate. The second group—only a 
little less safe than the first—is made up 
solely of bonds. The third group com- 
prises some very high-grade common 
stocks; the fourth veers toward the risky 
while the fifth is decidedly speculative. 

The representative’ Investor-Lists are 
shown in Table II. These lists also num 
ber five, being divided between persons ir 
straitened circumstances, those whose 
circumstances are “fair to middling,” 
those who are comfortably off, those who 
have ample and those whose financial po- 
sition is “strong.” 

The Investor-Lists table, by the way, 
merits careful study. It does not repre- 
sent a tabulation that has been hastily 
thrown together, without regard for ac- 
curacy or a reasonable measure of appli- 
cability. So far as proved within his 
power, the compiler made this list one 
that could be banked on. The chief 
features it contains are the items showing 
what percentage of each of the five se- 
curity-lists presented in Table I an occu- 
pant of a given Investor-List would be 
justified in purchasing. 

The two tables, having been worked up 
together, need to be considered together. 
When this is done, it is hoped that they 
will be found self-explanatory. 

The final conclusion reached as a result 
of them being this: That persons in 
straitened circumstances are not war- 
ranted in seeking an annual income of 
much more than 4.33%; those in Fair 
circumstances should content themselves 
with 5.31%, or thereabouts; those Com- 
fortably situated may, with justice, seeked 
5.70, those with Ample Means may go 
as high as 6.40%, while those whose re- 
sources are Strong can go above 7%. 

One more word before closing: The 
Security-Lists are not offered as perma- 
nent lists; nor are the Investor-Lists 
offered as guides which should not, in the 
slightest degree, be deviated from. 


Manifestly, the Security Lists, like the 
time-tables, are and must be “subject to 
change without notice” Corporations have 
a bad habit of going from good to bad 
and back again as the years roll on; 
hence, certain securities which might be 
listed as “gilt edged” today might have 
to be listed among the “ultra-speculative” 
tomorrow. (Witness the New Haven 
railroad episode, wherein. a_ security 
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ranked among the best in the land de- 
veloped, within a few short years, into one 
of the most speculative; or, witness the 
of U. S. Steel common, originally 
d as a water-soaked “pup,” but now 
e one of the most highly respected 
mmon stocks.) No permanent se- 
lists could be compiled today with 
surance that all the members would 
ue to merit the same _ ranking 
It is only possible to compile 
current lists, and to offer same on 
ibject to sudden changes” basis. 
for the Investor Lists, it is obvious 
the enterprising investor will not 
ite to purchase a high-grade security 
le to his needs for fear of jacking 
is income return a little above the 
ge return shown in our tabulation. 
Investor-Lists, with the average re- 

s as shown, are presented merely as 
rking basis, and should not be inter- 
1 too literally. 

\| the writer has attempted to do in 
is article has been (1) to make it 
that certain people cannot afford to 

me the risks inherent with certain se- 

y incomes; (2) to show about what 
ne a person of given circumstances, 

under present conditions, would be justi- 
ied in seeking. If these two purposes 

been achieved with sufficient clarity, 
; well. 


case 


Vote: Since the foregoing was writ- 
ten, Lee Rubber & Tire has passed the 
lividend on its capital stock. This se- 
curity ts carried in Table B as an example 
of a highly speculative issue. The pass- 
ing of the dividend serves to bring home 
the writer’s remarks in re the risks that 

erally accompany high yields.) 





AN INVESTMENT VIEW OF 
THE PIPE-LINE BUSINESS 
(Continued from page 1211) 











Illinois, where ft is either taken by Stan- 
dard Oil of Indiana refineries or shipped 
through other pipe-lines to the Atlantic 
coast. 

Originally capitalized at 27 millions, it 
now has 810,000 shares of common of 
$100 par following a 200% stock dividend 

1922. Since organization it has paid 
an average of 4.7 millions annually in 
cash, this year’s dividend requirements at 
the $8 rate being 6.5 millions compared 
with 23.6 millions earned last year. 

The financial position as of Dec. 31, 
1922, was excellent, current assets being 
22.7 millions against 5.2 millions of cur- 
rent liabilities, the former including 14.5 
millions in the banks and 1.8 millions in 
iberty bonds. 

The dividend appears well secured 
at its present rate, and the stock has 
some interest for investors of the 
patient type. 


BUCKEYE PIPE-LINE Co. 


This is the second largest of the pipe 
line systems, having a mileage of 6,260 
miles, gathering crude from the major 
fields in Ohio and delivering to local re- 
fineries in the same state, beside being an 
important link between the Indiana pipe- 
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Wired Advice 
Trading Profits 


OU are a busy man. You probably find it 
impossible to study out market opportunities 
—your other business will not permit it. But you 


know these opportunities are there. 


In looking over the evening paper you notice that certain 
stocks have had important moves. You contemplate the profit 
that would have been yours, had even a few of these oppor- 
tunities been pointed out to you in time. 

You can be advised of many of these opportunities in a 
way that will not interfere with your other work. 

The solution lies in the wired advices of the 
TREND TRADING SERVICE 





THE SERVICE 


A telegram or ‘phone message tells you just what few 
stocks to buy or sell short. Never more than 5 or 6 
in any single campaign. 

Messages are sent only when in our judgment there 
is good opportunity to secure from 5 to 20 points 
profit in each stock recommended, on either long 
or short side. 

We instruct you as to stop orders, watch the trades, 
and again wire you when to take profits. 
Subscribers are divided into sections, geographically 
arranged, thus allowing for the time element in trans- 
mission and serving to prevent orders from becoming 
“bunched” around the same levels. 

Advices are based upon a careful study of the mar- 
ket's action and immediate trend, by experts, who are 
stationed at the ticker tape. 

No uncertainty. Complete instructions issued upon 
subscription. 











LET US ADVISE YOUR NEXT TRADES 
By joining at once you will place yourself in readiness for 
our next campaign. 
Let us demonstrate to you the value of a three-months’ trial, 


costing less than $10 a week. 


ee —USE THIS COUPON ------------- onl 


THE TREND TRADING SERVICE, (Service starts from 
42 Broadway, New York City. date of first message) 


Enclosed find check for $125 to cover three months’ subscription to the Trend 
Trading Service. 


ADDRESS 


"PHONE NO. 
(All telegrams sent collect—no charge ‘phone messages New York City.) 
Oct. 27 




















PUTS & CALLS 


If stock market traders un- 
derstood the advantage de- 
rived from the use of PUTS 
& CALLS, they would fa- 
miliarize themselves with 
their operation. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unfore- 
seen happenings. 


The risk is limited to the 
cost of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 
Guaranteed by Members ef 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 














Stock Options 


Offer great money-making 
possibilities. No margin is 
required, as the risk is lim- 
ited to their first cost. 


Investigate the advantages 
of this valuable method of 
stock trading. Circular W, 
describing their employment 
in place of stop orders; to 
supplement margin; their in- 
surance value, and other im- 
portant features will be sent 
free upon request. 


Write us fur quotations. We 
can always offer the most at- 
tractive contracts for either 
large amount of stock or odd 
lots. 


S.H. WILCOX Co 
PUTS ana CALLS 
Guaranteed by Members of the 
New York Stock Exchange 
66 BROADWAY NEW YORK 
Tel. Bowling Green 9893-4-5-6 


line and the Imperial and National Tran- 
sit systems, with ultimate destinations in 
Canada and on the Atlantic coast. 

Like most of the other pipe-line com- 
panies, it has an exceptionally good div- 
idend record. Between 1913 and 1922 it 
paid an average of $12.75 a year per share 
in cash on its 200,000 shares of $50 par, 
and has never paid a stock dividend yet, 
retaining the 10 million capitalization with 
which it started in 1886. 

In its financial statement for last year, 
cash, other investments, and accounts re- 
ceivable were lumped together at 5.2 mil- 
lions, against 2.1 millions for accounts 
payable, reserves for taxes, etc. 

The present rate of $6 a share an- 
nually is the lowest it has paid for 
many years, but was compensated for 
by an extra of $25 last year. 


ILLINOIS PIPE-LINE CO. 


Similar to the Prairie Pipe-Line Co., 
this company was formed in 1914 to take 
over the pipe-line properties of the Ohio 
Co., and its stock was distributed among 
the stockholders of the latter concern. 
It operates 3,370 miles of trunk and 
gathering lines in Illinois, Indiana, Ohio, 
and a number of short lines in Wyoming 
beside one trunk line which is under con- 
struction from Montana to the Canadian 
border line to connect with Imperial Oil’s 
lines. In the middle Western states it 
operates a system of gathering lines to the 
principal fields, and a_ transcontinental 
trunk line from Illinois to the big Stan- 
dard Oil of New Jersey refineries at 
Bayonne, N. J., acting as a link between 
the Prairie and the Tuscarora systems, 
the latter being owned by S. O. of New 
Jersey. 

From 1915 to 1922, its cash dividends 
have averaged $18 annually, its capitaliza- 
tion being the same now as when it 
started. Its financial position at the end 
of last year was good, showing 4.5 mil- 
lions of current assets, among them cash 
and accounts receivable of 3.4 millions, 
against current liabilities of 1.3 millions, 
largely estimated liability for Federal 
taxes. 

Like the other stocks mentioned, its 
record of sustained earning power and 
dividend payments make it worth while 
to keep an eye on it with a view to 
purchase when market uncertainties 
disappear. 





SCHOOL FOR TRADERS 
AND INVESTORS 


(Continued from page 1209) 








with these issues that he knows them 
intimately, understands their action and 
appreciates their peculiarities. Every 
issue has its individual characteristics, 
and the more one trades in a stock, 
the better its behavior is understood. 
Although one may follow the prac- 
tice of cutting his losses short, it is 
unwise to trade on too small a margin. 
It is well to have 20 to 50 points mar- 
gin behind the trade, not because that 
much protection is needed, but because 
peace of mind is absolutely essential 
to the gathering of profits. Many will 
attempt to trade in 500 to 1000 shares 


of stock on a 5 to 10 point margin, but 
they are not the kind of people who 
stay in Wall Street. Their judgment 
is likely to be continually impaired with 
every adverse gyration of the market, 
and with their accounts in over-ex- 
tended condition, sudden unfavorable 
developments, however temporary, may 
cause serious impairment of working 
capital. 

Bear in mind that in operating with 
the close stop it is advisable to co: 
centrate on a few active issues to | 
familiar with their characteristics an 
peculiarities, and to buy or sell prom; 
ly at the market at the moment that a 
move is getting under way. 





THE EFFECT OF BUS OP. 
ERATIONS ON ELECTRIC 
RAILWAY EARNINGS 
(Continued from page 1207) 











eliminates paving cost charges for the 
street railway. It obviates bridge build- 
ing; grade elimination cost, most of the 
cost of snow removal in winter and in 
general reduces peak load investment to 
a minimum as only rolling stock is in- 
volved in idle periods. 

Practically all of the larger electric 
railway interests are carefully studying 
the bus problem at the present time and it 
seems safe to assume that systems started 
now will be established were opportunity 
for good earnings exists. 

On lines where red ink figures have 
been established during the past few years 
the expenditure of additional capital for 
busses and their application to the situ- 
ation will in many cases offer the chance 
to collect a passenger fare sufficient to not 
only bring the line into the profit column 
but help materially in saving the property 
from the scrap pile. 

The big feature in the situation is ser- 
vice. The public have learned to travel 
in comfort and even luxury in private 
cars and they will not travel any other 
way unless a most attractive and comfort- 
able passenger vehicle is provided. When 
it is they seem perfectly willing to pay 
the fare necessary. The lines which 
adopt the policy of meeting the demand 
will certainly prosper. 





HOW THE CO-OPERATIVE 
MARKETING PLAN 
STRENGTHENS FARM 
PAPER 
(Continued from page 1216) 











steady marketing of the crop insures the 
constant reduction of this holding at a 
regular rate. 

This destroys the irregularity and un 
certainty which would otherwise prevai! 
with respect to the treatment of applica 
tions for loans made by producers wh« 
had their own ideas as to when to sell 
and whose ideas were frequently erro 
neous. The whole question is turned over 
to the organization of growers which 
settles the question with the members 
thus greatly simplifying the problem ot 
the banker. The latter then has only to 
make up his mind as to the extent to 


THE MAGAZINE OF WALL STREET 





which he is willing to go in making 

advances, and to settle upon rates of 

interest and other details. The really 

troublesome and trying phases of his 

loan operation have been largely elim- 
i, a fact which appeals strongly to 
anking mind. 


Shifting the Financing 


ring the past year, some large ac- 
ptance operations have been undertaken 
associations of cotton producers by 
ew York City Banks which have found 
t the business could to best advantage 
ivided among the institutions them- 
s on a co-operative or syndicate basis. 
syndicate agreements covering the mak- 
of acceptances in large amounts 
st drafts drawn by cotton producers’ 
iations have been drawn up, and the 
tances then placed upon the market 
irchased by investors or offered for 
to Federal Reserve banks. The re- 
has been to afford a new type of local 
ultural investment to the local coun- 
ank which is now able to buy the 
ptances of the New York banks en- 
g into the agreement. 
may reasonably be accepted that, as 
type of business develops, small banks 
> agricultural regions will themselves 
to accept these drafts and will then 
resent them for discounting at Federal 
serve banks which will be under the 
i obligations to give them full con- 
leration that they are to give such at- 
on to their larger members. When 
point has been reached, the financing 
! be upon a truly co-operative basis, a 
ip of local banks uniting to finance a 
ip of producers upon terms favorable 
both, 


Elimination of Loss 


Except in rare circumstances, this 
type of financing, when at its best, 
will undoubtedly result in eliminating 
loss by establishing a uniform type of 
agreement, insuring the warehousing, 
under good conditions, of the product 
used as a basis for loans, and apply- 
ing to the transaction the best and 
most expert knowledge that can be ob- 
tained, for the purpose of safeguard- 
ing the enterprise and of insuring the 
curtailment of errors. in judgment as 
to the time at which to sell, as well as 
reduction of unnecessary expense in 
marketing and disposing of goods. 

According to the facts submitted to the 

nkers at the Atlantic City meeting, the 

esent situation represents perhaps 20 

r cent of the agricultural products of 

e country, a growth which, considering 
the short time that it has been in progress, 

remarkable. This is one of the ways 

which the country banker is being en- 
led to cut his risks. 


STUDEBAKER’S NET QUICK 
ASSETS 


A comparative analysis of motor se- 
urities in the October 13th issue gave 
Studebaker’s net quick assets as amount- 
ng to 27.6 millions, as of December 3lst, 
last. The figure should have read 34.3 
millions. 
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Complete Matched Private 
Office Suites for Banks 
and Corporation Offices 


Filing Cabinets, Wood 
and Steel, Cabinet Supplies, 
Safes, Sectional Bookcases 


She Globe~Wernicke Co. 


451 Broadway, near Grand St. 30 Church St., Hudson Terminal 
Uptown Store: 6 East 39th St.—5S East 38th St. 
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BRANCH STORES: 

Chicago, 168-172 W. Monroe St St. Louls, 402-404 N. Fourth Street 
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Boston, 118-120 Federal Street Cleveland, 2044 Euclid Ave. 
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THE BOOK REVIEW 
(Latest Publications on Finance and Business) 


“PRINCIPLES OF ADVERTISING,” By Daniel Starch, Ph.D. 


In this book the author, a long-recognized authority on advertising, has devel 
oped, as far as practically possible at the present time, s¢ ientific methods for 
dealing with the actual problems of advertising Some of these methods are new 
so far as general use is concerned. All of the methods recommended have built 
up the effectiveness of advertisements. 

PRINCIPLES OF ADVERTISING is replete with actual experiences of hundreds 
of advertisers. It tells what results were secured. It shows why some cam 
paigns have failed and why others have succeeded. It takes the individual 
advertisement and tells you what you ought to know about the headline, the 
illustration, layout and typography, copy, color and size. It discusses at length 
national advertising, retail advertising, foreign advertising and financial advertis- 
ing. In short, the author has actually brought together in this book as fully as 
possible all available material, practical business experience, scientific, experi- 
mental and statistical information which bear upon advertising problems. 


Place your order with the Book Department 
973 pages. Price $5.10 postpaid. 
THE MAGAZINE OF WALL STREET 42 Broadway, New York, N. Y. 
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On Which Side of the 
Market Are You? 


After taking profits on the early October 
bulge, subscribers to The Investment and 


Business Service were advised to take a 


short position on 15 


As usual the recommendations proved the right sugges- 
@ It is service such as this 


tions at the right time. 


which. has earned for The 


stocks. 


Investment and Business 


Service recognition as the premier security advisory 





THE SERVICE 


1.—Prompt replies by mail or wire 
to inquiries regarding any listed 
security—or the standing of 
your broker. 
2.—An eight-page service 
issued every Tuesday. 
3.—The Technical 
traders showing what 
with individual stocks. 
4.—The Investment Indicator, which 
has no duplicate anywhere. In 
tabular form it shows the in- 
vestment position of the leading 
stocks and tells you what to do. 
5.—The Richard D. Wyckoff color 
graph of Business, Money, 
Credit and Securities. 
6.—Without additional charge a sum- 
mary of the regular and special ad- 
vices sent to you by night or day 
letter collect—optional with you. 
7.—A brief but thorough survey of 
the various fields of industry. 
8.—Recommendations of income 
and profit possibilities in bonds. 


report 


Position for 
to do 


9.—A special wire or letter when 
any important change impends. 











board of the country. 


Our experts tell you what 
Above 
all you are removed from 
the dangerous temptation 
to follow the crowd. 


to buy or sell. 


The average business man is 
too busy with his own affairs to 


study the investment situation | 


—and frequently he is not 


equipped to gauge the technical | 


position of the stock market or 
interpret its day to day phe- 
nomena. 


That is why The Investment 
and Business Service with its 
record of consistent accuracy 


appeals to the ordinary inves- | 


tor and trader. 


The advices—clear and definite—not only lead to trading profits, 


but to a higher investment yield. 


Send in your subscription today and be in a position to 
commence taking your profits out of the security market. 


MAIL THIS COUPON TODAY 


THE INVESTMENT AND BUSINESS SERVICE 
of The Magazine of Wall Street, 
42 Broadway, New York City. 


Enclosed find my check for $150.00 for The Investment and Business Service, to be 
sent me once a week or oftener for an entire year, beginning with the next issue. 


Address 


Wire service wanted? Yes © No © 
Oct. 27. 
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LOOK TO THE SAFETY OF 
YOUR DIVIDENDS 
(Continued from page 1177) 








and as the end of the depression is not 
yet in sight, it is more than likely there 
will be. further scaling down in dividend 
rates. The investor in oil stocks, there- 
fore, should look to his holdings. 


Prosperity in Motors 


In the motor field there have been some 
notable dividend increases with few de- 
creases of consequence. Before the be- 
ginning of the current year the predic- 
tion that the motor “boom” was totter- 
ing was freely uttered. One heard much 
of the mythical “saturation” point in re/- 
erence to automobiles. But somehow or 
other we never seem to reach that de- 
voutly dreaded position. More and more 
the world continues to move onto wheels, 
and the present between-seasons volume 
of business is satisfactory. A _ slacken- 
ing in general business, however, could 
scarcely help being reflected in the de- 
mand for motor cars. 


After a long period of depression the 
public utilities are enjoying a comeback 
In this respect their situation is some- 
what analogous to the rails. Their divi- 
dends had been thoroughly liquidated, and 
in most cases increases in dividends have 
been cautiously made. In the event oi 
depression, the leading utilities should 
find themselves in a position to maintai: 
their present dividend rates. 

The improved position of the rails ha 
been reflected in some important dividend 
increases of which that of New York 
Central is perhaps the most noteworthy 
In reference to the rails the dividend out- 
look is mixed. In some cases the earn- 
ings would seem to point to the resump- 
tion of dividends on the part of non-divi 
dend payers, while in other instances the 
trend of earnings and the prices of se- 
curities seem to foreshadow dividend re 
ductions. In this field careful discrimina 
tion is most important. 


Dividend Outlook for Oils 


As yet there is no lightening of the 
clouds which obscure the oil situation 
Which means that, unless there is a 
marked change for the better, there will 
be further reduction and passing of oil 
dividends. In fact, the latter is clearly 
foreshadowed by the market action of 
several important oil stocks. Already 
some of the leading independents have 
bowed to the inevitable and passed their 
dividends. It remains to be seen whether 
the older and stronger companies, which 
increased their rates earlier in the year, 
will be able to maintain them. 

Looking at the situation, then, in its 
broadest aspects, we find that in most 
cases the prosperity, which this country 
has enjoyed for approximately two years, 
has been generally discounted by dividend 
rates. The unmistakable turn in the 
trend of business warrants the con- 
clusion that increases in dividends 
from now on are likely to be few and 
far between. The question will be not 
so much as to whether there will be in- 


THE MAGAZINE OF WALL STREET 








creased disbursements, as whether the 
yarious companies will be able to main- 
tain existing rates. The obvious answer, 
of course, is that the strongest will be 
able to maintain their rates while the 
weaker will not. The investor’s problem, 
then, is to determine which companies be- 
long in the first classification. This can 
only be accomplished by the most careful 
study of the corporate structure of the WHITEHOUSE & CO. 
is companies and the constantly oc- Established 1828 
ig developments in the financial and 
ess world affecting their destinies. 
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2% Hollinger Cons Gold 1% 
% Hupp Motor Car... 2%% 
7% Ill Central R R.... 14% 
$8 Indiana Pipe Line. $2.00 
$2 Int Combustion Eng 50c 
$6 Int Nickel pfd 
$6 Inter Shoe pfd 
2 Kelly Spring Tire pf $2.00 
3 Kauffmann D Sts c. $1.00 
$7 McCrory D Sts pid = 75 
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$3 Natl Biscuit com. 
7% Natl Biscuit pfd.. 

$6 New River pfid..... 
$4.N Y Shipbldg com. : 
5% eee —e R R.. 14 - 2 11- 

8% Penmans Ltd com.. -£ “i 

6% Penmans Ltd ‘pid.. 1345 2 | DINNER AND DANCING PARTIES 
$4 Peerless Tk & M c $1. 2- -{ 

$8 Prairie Oil & Gas... $ 

$8 Pullman Co $2. 
$5 Punta Alegre S com $1.25 
7% Savannah Sugar pid 1%49 % 
8% Sharon Steel H pfd 2% 
$2 Sinclair Cons Oil c 50c 
8% Sinclair Cons Oil pf $2. 
$7 Stand Oil of O pf.. $1. 
$7 Tobacco Pd Class A $1.7: 
$7 Union Tk Car pf.. $1. 
$5 Union Tk Car com. $1. 
5% U S Cast I Pipe pf $1. 
7% U S Rity & Imp pfi1%4 
8% U S Rubber pfd... 2% 
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Most attractive arrangements for small organization gatherings or larger 
parties up to 400 persons. 


Special attention to Staff Dinners, Committee Meetings, etc. 
Representative will call if desired. 


The Uptown Savarin in the new Pershing Square Building at Park Avenue and 42nd Street 
is to be opened in October. 
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DIVIDENDS 





AMERICAN WATER WORKS 
ELECTRIC COMPANY, INC. 

The regular quarterly dividend of 14% on the 
7% Cumulative First Preferred Stock of this 
Company for the quarter ending October 27, 1923, 
has been declared payable November 15, 1923, to 
stockholders of eee at the close of business on 
November 1, 1923. 

A dividend of one per cent has been declared 
on the 6% Participating Preferred Stock of the 
Company payable November 15, 1923, to stock- 
holders of record at the close of Cesieoss on 


November 1, = 
K. DUNBAR, Secretary. 
Said dividends aie received will be distributed 
to voting trust certificate holders in accordance 
with the above dates. 
BANKERS TRUST COMPANY, 
Agent for the Voting Trustees. 
By H. B. WATT, Assistant Secretary. 
New York, October 17, 1923. 





New York, October 10, 1923. 
To the Holders of 

8% Preferred and No Par Common Stock of 
POSTUM CEREAL COMPANY, Incorporated 

The Board of Directors of Postum Cereal Com- 

any, Incorporated, at a Special Meeting of said 

3oard, held August 13, 1923, declared the fol- 
lowing dividends payable November 1st, 1923, to 
stockholders of record at 3:00 P. M. on October 
20, 1923, without the closing of the transfer books, 
namely : 

On 8% Preferred Stock—a quarterly dividend 
of $2.00 per share (2%); on No Par Common 
Stock—a quarterly dividend of 75c. per share. 

J. S. PRESCOTT, Secretary. 





McCRORY STORES CORPOR- 
ATION 


“A dividend of 1% per share payable in Com- 
mon stock and class B stock of the Company has 
been declared payable December 1, 1923, to Com- 
mon stockholders of record November 20th, 1923. 
An extra dividend of 5% per share payable in 
Common stock and class B stock has also been 
declared payable December 1, 1923, to Common 
stockholders of record November 20th, 1923.” 

B. H. STENZEL, Sec’y. 





THE WEST PENN COMPANY 
New York, N. Y., October 17, 1923. 
The Board of Directors of The West Penn 
Company has declared quarterly dividend No. 1 
of one and three-quarters per cent (134%) for 
the quarter ending November 15, 1923, payable 
upon the 7% Cumulative Preferred Stock of the 
Company on November 15, 1923, to stockholders 
of record at the close of business on November 


1, 1923. 
C. C. McBRIDE, Treasurer. 





THE WEST PENN COMPANY 

New York, N. Y., October 17, 1923. 
The Board of Directors of The West Penn 
Company has declared quarterly dividend No. 47 
of one and one-half per cent (14%) for the 
quarter ending September 30, 1923, payable upon 
the 6% Cumulative Preferred Capital Stock of 
the Company on November 15, 1925, to stock- 
holders of record at the close of business on 

November 1, 1923. 
e¢ McBRIDE, Treasurer. 


Kelly-Springfield Tire Co. 


A quarterly dividend of two dollars ($2) per 
share on the Eight Per Cent Preferred Stock of 
this Company has been declared, poses Novem- 
ber 15, 1923, to stockholders of record at the 
close of business November 1, 1923. 

Cc. P. STEWART-SUTHERLAND, 


Secretary. 
New York, October 2, 1923. 








SAVANNAH SUGAR REFINING 
CORPORATION 
Preferred Stock Dividend No. 16. 

The Directors of Savannah Sugar Refining Cor- 
poration have declared a regular quarterly divi- 
dend of 14% on the preferred stock of that 
Company, payable November Ist, 1923, to pre- 
ferred stockholders of record at the diene of busi- 
ness on October 15th, 1923. Checks will be 


mailed. 
S. PARDONNER, Treasurer. 


WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY 

A Dividend of two per cent ($1.00 per share) 
on the COMMON Stock of this Company, for the 
quarter ending September 30, 1923, will be paid 
October 31, 1923, to stockholders of record as of 
September 28, 1923. 

H. F. BAETZ, Treasurer. 
New York, September 17, 1923. 
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CAN WE WITHSTAND EU- 
ROPEAN COMPETITION 
(Continued from page 1171) 








in the case of motorcycles, or as low 
as 5% in certain lines of textiles, but 
there is no manufacturing industry 
worthy of the name which is not or 
will not soon be confronted with the 
necessity of determining and adher- 
ing to some export ratio. Without it 
we shall have unemployment, idle plants, 
wasted energy and power, and less in- 
come than we are capable of earning. 
Can we get it? Undoubtedly, yes, but 
not over night. 

Foreign trade is normally a growth of 
years, as is well illustrated by how much 
of our war-time trade slipped away from 
us, the moment Europe began to sell 
again. We have neglected foreign oppor- 
tunities during our present domestic ac- 
tivity. Though we are the supreme man- 
ufacturing nation of the world we ex- 
ported last year only $1,300,000,000 worth 
of manufactures ready for consumption. 
We are doing better this year, but to take 
up the slack that will come sooner or 
later in our domestic market, we ought 
to do much more foreign business than 
we did in 1922. 

It may require some urging to get our 
manufacturers to set aside a definite per- 
centage of their output for foreign trade, 
but once they settle down with a deter- 
mination to get and hold a foreign out- 
let for 10 per cent, or whatever they need 
on the average, they will get it. Not all 
of them, of course; for the conditions 
of international trade rivalry are such 
that in some lines we cannot compete in 
some or most markets. But we seem to 
be making a distinctive place for our- 
selves in world trade. Manufactured spe- 
cialties, tools, machinery, engines, mo- 
tors, automobiles, cash registers, sewing 
machines, motion-picture films, seem to 
be our special hold, with a big chance for 
all the goods that lend themselves to mass 
production. The premium of the dollar 
at present gives some of our competitors 
a cost-production advantage, but even- 
tually they will lose that advantage, as 
Germany is doing now, and competition 
will be on a more even basis. Even so, 
this delusive advantage of deteriorated 
currency quotations carries the germ of 
its own destruction. The wild fluctua- 
tions which are so characteristic of de- 
based paper money, make it highly dan- 
gerous for any European merchant to 
quote prices for advance delivery. 

If the world gets back to stability and 
hard work again—and I believe that it is 
getting there rapidly—there may be al- 
most no limit to our foreign trade in 
some fields. We can make it what we 
require it to be. Twenty years ago the 
Philippines bought $25,000 worth of rub- 
ber goods from us; now they are taking 
three or four millions. I could cite scores 
of such illustrations of foreign trade 
arising out of nothing. Automobiles point 
the way to possibilities in many fields. 
We are making 98 per cent of the world’s 
automotive vehicles. The automotive age 
has really not arrived outside of the 
United States and Canada. Think what 


impends when all the world goes on a 
motor basis. France stands next to the 
United States as a producer of auto- 
mobiles, and makes only 80,000 against 
our 3,000,000. 

The world demand that is coming wil] 
go to the nation that can meet it—and 
that is the United States. We lead in 
new goods, and the new goods of today 
are the common goods of the morrow, 
This suggests, happily, tremendous possi- 
bilities for the expansion of our trade 
abroad without curtailing the trade of 
other manufacturing nations. It means 
that expanded industrial production, far 
from being a menace to our economic 
well-being, is the firm, broadening foun- 
dation of the widespread structure of our 
commercial activity. 





CAN THE SMALLER COP- 
PERS STAY IN BUSINESS? 
(Continued from page 1213) 








mines goes, this estimate does not appear 
extreme. 

Should it prove correct, the stock would 
be quite cheap at 28, even with allowance 
for the fact that about 108,000 shares o 
common in addition to the existing 240,000 
would come into the market as a result 
of the conversion of the bonds. In past 
years, on a production of about 5 thou 
sand tons of copper annually, it earned 
and paid a $2 dividend. The new con 
struction should put it in position t 
produce 12% thousand tons a year, and 
at a relatively lower production cost 
Until the correctness of these beliefs 
is proven, however, the attraction of 
the stock will continue to be of the 
speculative rather than of the invest- 
ment order. 





OVER-THE-COUNTER 
DEPARTMENT 
(Continued from page 1237) 





ment purposes, unlisted stocks are not so 
susceptible to the ebb and flow of liquida- 
tion. 

Your question, “How does one know 
where to buy?” brings out an important 
point. To answer it briefly, we might 
say that the logical agent through which 
to purchase an unlisted security, would be 
the brokerage or banking house listing 
same in its advertising announcements. 
It is important, however, to deal only 
through such houses as are known to be 
of a reputable character, and this may 
best be determined by noting the type of 
publication in which their advertising ap- 
pears. Thus, firms advertising through 
the columns of THE MAGAZINE OF WALL 
STREET, may be considered highly reliable. 

(D) We cannot agree with you that the 
bid and asked prices on unlisted securi- 
ties are meaningless, although the same 
latitude must be allowed in connection 
with them as is necessary in the case of 
listed securities. Bid and asked prices are 
always more or less of an approximation, 
and actual prices, which must be paid, 
can only be determined through an actual 
transaction. Investors dealing in high- 
grade and reasonably active securities, 
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often find it best to set a limit-price upon 
their orders, although this is not neces- 
ary in the case of the reputable dealers 
ntioned above. 
E) The mere mention of a stock in 
Over-the-Counter Department should 
t necessarily be construed as a recom- 
lation. On the other hand, the de- 
tment referred to has endeavored to 
ine its remarks only to those securi- 
which seem to be in the most favor- 
position. We think you will find that 
since its inauguration, the depart- 
nent has been quite explicit in most of 
s analyses, and that when it was ready 
to definitely recommend an issue it has 
ne sO in no uncertain terms. 
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the effect of attracting certain classes 
of buyers, but it should not fool the 
majority of the bears more than tem- 
porarily. 

People may say, “This bearish talk 
is just what is the matter with the situ- 
ation—too many people are expressing 
a pessimistic view.” Such folks are 
evidently afraid to face the facts. Our 
business is to weigh conditions and 
tell our subscribers about them. When 
we see unfavorable conditions ap- 
proaching, we endeavor to be the first 
to give warning, so that our friends 
may liquidate their securities and get 
long of money. 

We have been asked whether we ex- 
pect, if prices do go down, they will 
go as low as in 1921. Our answer is: 
“We do not believe the 1921 low levels 
will be recorded, but you never can 
tell!” One reason why they should 
not go so low is that there is no such 
over-production or over-extension as 
there was during the last depression. 
On the other hand, there are world 
conditions operating now that were not 
in force then, and no man living can 
tcll what the outcome abroad, for ex- 
ample, will be. 

We generally find that when the 
house is afire it is a good idea not to 
try to move out all the antique furni- 
ture, but that it is best to jump out the 
window for fear that if you hesitate 
you may have the shirt burned off your 
back, whereas if you get on the outside 
and the firemen succeed in putting out 
the blaze, you may then return. 


Use and Occupancy Insurance 

A manufacturing company, relying upon 
one central plant, for its continued opera- 
tions, will have need for protection against 
the loss of that plant, or its crippling, by 
fire. Its welfare will depend upon its 
ability to continue to occupy and use the 
plant in question. Use and Occupation in- 
surance is insurance taken out with this 
protection in view. 
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The books, booklets, circulars and special letters listed below have been prepared 
with the utmost care by investment houses of the highest standing. 
free on request, direct from the issuing house. 


We urge our readers to take full advantage of this service. 
Department, Magazine of Wall Street, 42 Broadway, New York City. 


They will be sent 
Ask for them by number. 


Address, Keep Posted 





ODD LOTS 
A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225) 


THE OKMULGEE BUILDING & 

LOAN ASSN. 
A booklet describing a real estate se- 
curity which embraces safety, a de- 
pendable income—a tax free invest- 
ment—State supervision — and yield- 
ing 9%. (257) 

WHY THE SOUTH OFFERS IN- 

VESTMENT OPPORTUNITIES 
This pamphlet explains briefly and 
clearly why it is that the South of to- 
day is one of the most attractive sec- 
tions of the United States in which 
to invest and why it is that Southern 
investments yield an average of 1% 
more interest, with equal safety. A 
distinct opportunity for investors is 
described in an understandable man- 
ner. (264) 


PROFIT SHARING BONDS 
A booklet describing how a security 
has returned 97% to bondholders in 
nine and one-half years. (268) 

NOVEMBER INVESTMENT LIST 
Issued by an old established bond 
house listing Municipal, Railroad, 
Equipment, Public Utility, Industrial 
and Foreign Government Bonds. They 
offer conservative investors a wide 
range of choice of sound securities 
with liberal income return. (270); 

GUIDE BOGK TO HIGH-GRADE 

CANADIAN INVESTMENTS 
The best review of Canadian securities 
published. It gives authoritative de- 
tailed information on 53 standard 
Canadian securities, yielding from 5 
to 74%. (271) 

BOND RECORD 
A 24-page book showing price ranges 
(high and low, 1906 to date), tax 
status, maturity, interest dates, call 
place (if any), income values, yields 
of the active bonds listed on the New 
York Stock Exchange. (273) 

MONTHLY REVIEW 
With analysis of Atchison, 
Oil situation and general 
tion. (274) 

A QUESTION ANSWERED 
An extremely interesting illustrated 
booklet explaining how a stock ex- 
change firm handles out of town busi- 
ness. It shows how orders are treated 


Crude 


informa- 





from the time the letter arrives to the 
final placing of the certificates pur- 
chased. (278) 

ELECTRIC BOND & SHARE CO. 
Send for interesting market letter on 
this company. (281) 

USE OF OPTIONS 
The exceptional profit possibilities in 
Stock Options and their uses to sup- 
plement margin and for protection 
against losses in the Stock Market 
fully explained in a free circular. 
(284) 

PROFIT SHARING BONDS 
A description of a security which not 
only embodies the safety of bonds, 
but the profit participation of high- 
grade common stocks, is outlined in 
a short, plainly written circular, 
which will be sent free on request. 
(285) 

DIVIDEND PAYERS AND HIGH- 

GRADE BONDS 
Some bonds and a large number of 
preferred and common stocks with 
Moody’s Ratings, and in a good posi- 
tion marketwise, are recommended in 
a circular issued by an old established 
stock exchange house. (287) 

COMMON STOCK ATTRACTING 

SPEC-VESTMENT ATTENTION 
A well-known Stock Exchange house 
issue a current market letter pointing 
out stock which, because of security 
of principal, high rate of return, and 
possibly of increased value, are ex- 
tremely attractive to the investor or 
trader. (288) 

BOND TOPICS 
A booklet published bi-monthly which 
contains interesting bond information. 
You should send for a free copy. Ask 
for 289. 

THE BACHE REVIEW 
By reading this timely booklet but ten 
minutes a week you will be able to 
judge the market more accurately. 
Sent for 3 months without charge. 
(290) 

THE GUARANTEED WAY TO IN- 

DEPENDENCE 
The many attractive features in the 
ownership of First Mortgage Guaran- 
teed Bonds are described in this free 
booklet. Send for 291. 

THE SAFETY OF SAVINGS 
Wouldn’t you like to get 6% for your 
money and know that it is placed in 
an institution equally as safe as a 
savings bank? Send for this in- 
teresting booklet No. 293. 














DIVIDENDS 





PACIFIC GAS AND ELECTRIC CO. 


37th CONSECUTIVE QUARTERLY DIVIDEND ON 


The regular quarterly dividend of $1.50 per 
share upon the Preferred Capital Stock of this 
Company will be paid by check on November 15, 
1923, to shareholders of record at close of busi- 
ness October 31, 1923. The Transfer Books will 
not be closed. 


Twelve Months to Aug. 31, 1923 


Gross Earnings 
Net after Taxes, etc 


FIRST PREFERRED STOCK. 

Surplus for Preferred Stock after prior 
charges and depreciation 

Dividends paid on Preferred Stock. . 

Balance 

Farr 


share « ferred Stock 


ved pet f P 
Dividends paid 15th Feb., May, Aug., 


and ¢ 
A. F. HOCKENBEAMER, 
Vice-President and Treasurer 
San Francisco, California. 
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